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Our Investments Latin 
American Government Securities 


They Amount $1,083,591,400. 


BUTLER SHERWELL 


The United States May 


Become the Preferred Banker Southern Countries Because 
This Nation the Principal Market for Their Products. In- 
crease Trade Must Continue Assist with Invested Capital. 


EVER were the people the 

United States more vitally inter- 

ested the affairs the Latin- 

American governments than they 
are today. Out calculated total 
$9,500,000,000 American capital invested 
abroad, about per cent has gone into 
Latin America. The table given elsewhere 
shows that American capital has been lent 
Latin-American governments the ex- 
tent $1,083,591,400 compared with 
something like £350,000,000 which England 
has lent those governments since the be- 
ginning their independent life. 

The banker Latin America 
relatively new this country. was about 
1900 that American capital began cross 
itself the borders into the undeveloped 
adjacent territory, when loan for $1,000,- 
000 was extended the State Jalisco, 
Mexico, for public works. the out- 
break the European War the genuinely 
American loans Latin-American govern- 
ments amounted $85,230,000 compared 
with the total $1,083,591,400 lent 
April 1926. 


The Use Loans 


MERICAN dollars have done construc- 
tive work the various countries 
Latin America through loans their gov- 
ernments. Since the time William 
Wheelright, who many generations ago built 
the first railroad South America, and 
that Henry Meiggs, the builder the 
Central Railroad Peru, American enter- 
prise and constructive genius have been 
shown whenever the dollar has gone. 


view the growing 

importance the United 
States the banker 
Latin American countries, 
the series articles in- 
vestments and investment 
conditions, which starts 
this issue, should more 
than passing interest. 

They are both readable 
and informative. Mr. Sher- 
well has long been close 
observer financial and 
economic conditions for- 
eign countries. His presen- 
tation which touches upon 
all the Latin American 
countries reveals conditions 
useful those seeking in- 
trade guidance. 


There justification the belief that 
the United States has inherent right 
become the preferred banker Latin Amer- 
ica, not only for reasons propinquity, but 
also because the fact that several the 
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Southern countries are economically depend- 
ent upon the United States, and all them 
have this country their principal market 
for their Our balance trade 
with Latin America unfavorable. 
purchased goods there amounting 
$1,133,801,864, and our exports 
countries were valued 
considerable percentage the latter amount 
was made manufactured articles and 
construction material purchased with the 
proceeds loans made the governments 
the Southern countries. have been 
instrumental, therefore, not only develop- 
ing Latin America’s resources account 
our increasing purchases there, but also 
the building those countries through 
the construction railroads 
works means public loans. 


Big Buyer 


the case some the Latin-Ameri- 

can countries, the importance the 
United States factor their economic 
well-being striking. This country, besides 
being the principal market for Brazilian cof- 
fee, taking per cent the total crop, 
the only large buyer which allows this 
product enter duty free. England, France, 
Italy, Germany, and Belgium all impose im- 
port duties coffee. Our purchases 
coffee Brazil last year amounted 
000,000, and this figure likely ex- 
ceeded this year. 

expect increase our trade with 
Latin America the face pressing 
European competition, must continue 
assist those rapidly growing economic en- 


tities with invested capital. have 
been successful increasing our trade 
with Latin America such striking ex- 
tent since the war, has been due 
great measure the increase our in- 
vestments there, which are now estimated 
lated that per cent this amount has 
been invested productive en- 
terprises such the upbuilding 


Latin America’s economic power and the 


development her vast resources. 


The Government’s Attitude 


generally believed that foreign trade 
and foreign policies are difficult sep- 
arate; that whenever the dollar goes, the 
American government also goes, and 
some cases some meddling aggressive 
capacity. true that the case some 
large foreign investments have resulted 
economic imperialism, but the case the 
majority countries our investments have 
been responsible only for 
national increased in- 
terest foreign problems. Persons who 
have money invested Argentina are quite 
naturally concerned not only with develop- 
ments that part the world, but also 
the commercial trend the products re- 
sponsible for the prosperity that country. 

Frequently the granting loan 
government special conditions 
sions are agreed upon. the 1923 Ameri- 
can loan Salvador, was agreed that 
case default, American would 
allowed undertake the collection cus- 
toms revenues, and representative the 
lenders actually supervising the collec- 
tion the duties. similar arrangement 
was made the case the British loan 
Costa Rica. Some contend that this obvi- 
ously indicates lack faith the good 
intentions ability the borrowing gov- 
ernment, and would seem make question- 
able the advisability placing such loan. 
further contended that cannot 
trust the governments whom lend 
money act wisely the discharge the 
debt, should refrain from granting them 
the assistance. 

This narrow attitude take. Even 
the bankers who opened credit 
$100,000,000 that country March, 
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The Retiro station the British-owned Central Argentine Railroad Argentina 


1924, obtained assurances certain finan- 
cial reforms the Senate. The whole 
problem resolves itself into simple bank- 
ing transaction, which the banker lends out, 
not his money, but other people’s money, 
and has the obligation obtain all sorts 
guarantees that the money will repaid. 
banker has free access the books 
his debtors, and the books are kept clean, 
the debtor not afraid show them 
his creditors. The supervision the col- 
lection custom-house duties 
ers’ representative Salvador has re- 
sulted not only securing amount ample 
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enough cover the debt service, but also 
increasing collections several times the 
amounts collected prior the appointment 
the supervisor. This satisfactory result 
has prompted other small 
Latin-American countries seek financial 
assistance New York with the 
standing that financial supervisor will 
appointed the bankers. Whatever the 
case might be, the provisions attached 
loans are for the protection 
vestor’s money. 

The State Department’s attitude regard- 
ing American foreign loans that 
advisor only. The Secretary’s circular 
March, 1922, which requested bankers 
inform the State Department regarding con- 
templated foreign loans “in view the 
possible national interests involved” was 
issued order give the Department 
opportunity object. other words, the 
Department does not pretend pass the 
soundness loan investment, but 
merely express opinion regarding pos- 
sible international consequences. 


Objected Coffee Loan 


illustration this point may ob- 
tained the recent refusal the State 
and Commerce Departments approve 
loan the State Sao Paulo, Brazil, for 
coffee-valorization purposes. That coffee 
prices have considerably increased since the 
adoption coffee-valorization schemes 
the Brazilian governments, all which have 
been successful far, domestic knowl- 
edge. was also known that least part 
the proceeds American loan Sao 
Paulo for certain definite purpose other 
than coffee valorization was diverted the 
financing coffee growers. The State De- 
partment objected loan which, although 
was made allegedly for the purpose 
the establishment bank, was evident- 
intended keep coffee prices 


Night scene the Sao Paulo Municipal Theater the coffee center 
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The beautiful Plaza Mayo Buenos Aires Argentina 


ficial levels. The loan finally went Eng- 
land, and least one American house 
known have offered this market por- 
tion the loan which was attractive both 
because the security tendered and the 
interest yield. The great advantage derived 
both the United States and Brazil from 
the refusal the State Department con- 
sent the loan was the first instance that 
the American public has been widely in- 
formed the reasons for the increase 
price its favorite daily beverage, and 
the second instance the coffee manipulators 
Brazil are now exercising great deal 
care the fixing coffee prices which 
has had result relative stabilization 
the latter. 

The relations between the United States 
and Latin America connection with our 
investments and other interests there have 
been subject considerable 
has been widely contended that the policy 
the United States toward Latin-Ameri- 
can countries has followed the desires 
American investors. Although some 
cases this belief appears have been con- 
firmed, general the United States has not 
sought special exclusive privileges 
trade investments Latin America 
has been the case connection with some 
European countries. some cas:s certain 
peculiarly intimate relations have come about 
mutual agreement and understan 
undeniable fact that some the 
smaller countries have been and are 
present the mercy large foreign en- 
terprises which control the economic desti- 
nies those countries. Situations this 
character have been due not the action 
the State Department, but the peculiar 
ethics the people who rule the destinies 


Room for Graft 


word “concession,” which used 

most the Southern countries express 
special privilege accorded the native 
government corporation develop cer- 
tain line endeavor, calamity inherited 
from Colonial times. leaves room for 
graft immense scale and 
responsible for the majority revolutions 
which have affected our Southern neighbors. 
recent calculation the amount cus- 


toms revenues lost the government 
one the Central 
through concession granted foreign and 
domestic enterprises showed that about 
per cent the goods imported exported 
passed the customs free duty; the result 
being that the government not able col- 
lect enough money pay for administration 
expenses. Loans from the foreign enter- 
prises established there have had re- 
sorted to, which have been piling such 
extent that the political and economic 
freedom the country present mat- 
ter conjecture. 


Imperialistic Policy 


the question political relations 
between the United States and Latin 
America, several countries have 
stable and irresponsible governments, and 
our intervention there has been accord- 
ance with the precepts the Monroe Doc- 
trine. all cases the United States has 
shown its good faith the withdrawal 
armed forces, notwithstanding the fact that 
least one case, that Nicaragua, 
the urged that the marines 
retained. 

The United States has not collected debts 
force, and official declarations have made 
quite clear that American capital going 
abroad does its own risk. American 
investors have before them the domestic and 
the foreign field. they choose invest 
their savings the foreign field, be- 
cause they consider more advantageous. 
The United States cannot pursue 
economic financial imperialism when 
American investments abroad are voluntary. 
Many Latin-American countries desiring 
foreign capital are particularly desirous that 
such capital come from the United States, 
since they know that the government this 
country secks fair opportunity and fair 
treatment the part foreign govern- 
ments for just rights acquired good faith. 

One important phase the economic 
policy the United States the pro- 
motion foreign trade. Our trade with 
creased means loans those coun- 
tries. Since the close the European War 
there has been registered considerable de- 
cline the purchasing power the coun- 


tries central and eastern Europe and the 
Near and Far East. the case Latin 
America, the progressive improvement 
means communication, the development 
the distinctive natural resources and apti- 
tudes the various countries have created 
decided increase the purchasing power 
almost every country with the possible 
Mexico, where general condi- 
tions remain unsettled. American capital 
has been responsible great extent for 
such improvement. Financial political 
conditions the chief consuming and pro- 
ducing Latin-American countries appear 
have entered into period definite sta- 
bilization. Another important feature 
the effect American loans Latin Amer- 
ica has been the impulse which the new 
capital has given local manufacture. 
Some contend that this harmful .the 
American export trade. The tendency 
local manufacture Latin America has been 
greatly intensified since the war, although 
some the wartime developments will 
probably not prove permanent. South 
America, Brazil has developed number 
industries, including textiles and boots and 
shoes, the annual value the products be- 
ing estimated $225,000,000. Argentina 
the volume industrial production esti- 
mated from two three times the 
pre-war output. Chile stated that 
“in almost every branch industry attempts 
are being made, usually with success, pro- 
duce the country goods that have hitherto 
been imported.” 

The industrial development Latin 
America, however, not likely affect 
for long time come the 
goods that make the bulk our export 
trade, such machinery, automobiles, mov- 
ing-picture films, and highly perfected manu- 
factured articles all kinds. 


Rates Interest 


general rule the small American 
investor expects obtain high yield 

interest for his investments Latin 
American government bonds. Bankers 
rule are not desirous selling bonds 
yielding rate high that the large in- 
vestors would regard with suspicion, and 
assume that something must wrong. 
the other hand, the bond bore low rate 
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they could not compete with other securities 
regarded more trustworthy. striking 
example showing the truth the above 
statements the recent loan Salvador. 
country unknown the investors the 
United States, one-product country deal- 
ing more with England than with the United 
States, and furthermore country with 
‘unsatisfactory debt record. sell the 
bonds the American loan, the issuing 
house arranged for yield over per 
cent with unquestionable security 
behind the loan. 
advantages the sale the bonds was re- 
markably slow and market prices reached 
lower levels than the original offer price. 
However, once the advantages and security 
the loan were fully realized the in- 
vestors and after educational efforts were 
made the issuing house make the 
country known among investors, 
the bonds were readily absorbed and the 
market price present above par. view 
the fact that Latin American countries, 
with the exception Mexico, are new 


economic entities with history and general 
conditions well known the American 
investors and offer ground for suspicion 
mistrust the management their 
finances, the rate interest that the pros- 
pective investor should expect from loans 
the governments Latin America should 
conservative one. The time fast 
approaching when the principal countries 
Latin America will demand lower rates 
interest than those granted the Euro- 
pean governments, with the possible excep- 
tion two three countries. During the 
war, the largest portion European sav- 
ings had been placed the manufacture 
ammunitions and the like, which prompt- 
disappeared. After the close the war 
the saving money has been discouraged 
most the European countries ac- 
count the depreciation currencies. 
With savings very reduced scale and 
demand funds heavy, principally ac- 
count reconstruction demands, not 
wondered that loans Europe will 
have bear high rate interest. 


glance list showing the yields 
the Latin American 
shows high yield for great number 
issues. The reason for this situation 
first all that great number issucs 
were placed during period high money 
rates and bearing interest the 
hood per cent. Some these 
bonds are selling present premium, 
showing that certain extent they are 
responding the easier money rates the 
present day. contrast with these issues 
are the Latin American bonds which are 
selling discount. Evidently this situa- 
tion due some uncertainty po- 
litical economic conditions prevailing, 
the fact that some cases (Brazil) 
technical not actual default 
place. Only the cases two Brazilian 
states and Mexico has actual default 
American loans taken place. 


(In the August issue the Journal Mr. 
Sherwell’ discussion American Invest- 
ments Latin American Government 
Securities will continued.) 


Loans Latin American Governments 


Interest Total per Amount Out- 
Year Borrower Rate Purpose Amount Years Remarks 
1900 State Jalisco, Public $1,000,000 $1,000,000 default 
1904 Republic meet Independence War Debt........ 35,000,000 1944 
1908 Santo Domingo Custom Administration.... $20,000,000 20,000,000 1918-15 4,979,300 
1909 Argentina Internal loan................... $9,730,000 Serially 
1909 Bolivia (Morgan loan).............:...... 6 To establish gold mone! system....... 2,500, 
1909 Republic 414 and public works............. 1949 14, 800,000 
1915 City For public $480,000 1940 416,000 
1915 Republic 1,200,000 1919-25 160,000 
1915 Argentine Treasury Bonds....,........... , 000, 1920 
1915 Argentine Sterling Bonds........- ,000, $3. 198,000 1920 
1916 Province of Buenos Aires................. 6 For refunding purposes................. $8,098, 250 _ 1926 2,834,387 Secured by a deposit in Westminster 
Ltd. Consol. Loan 
1916 City Sao Paulo, Brazil................. 5,500,000 1919-28 
250 
1917 Bolivian Gold Railway construction................... $2,400,000 400,000 1940 1,775,000 
1918 Santo Domingo Custom Administration. . ,000, 8.744, 150 1938 928,000 
1919 City Sao Paulo, Brasil................. $8,500,000 1952 7,910,000 
1919 State of Santa Catharina, Brazil........... 5,000, Retired by the $5,000,000 loan of 
1922. Sold to an American firm i in 
1920. The State had drawnon!ly 
$1,500,000 when the banking firm 
went into 
1919 City Sao Paulo, For refunding purposes................. 8,500, 1943 7,910,000 
1920 Bolivian For publie $2,253,000 1934 1,789,000 
1921 Republic Railroad $24,000,000 1941 19,500,000 
1921 Purchase materials 50,000,000 1941 42,959,000 
1921 Republic of Uruguay................ 8 7,500,000 1946 7,480,000 
1921 Government Mexico.............. 2,590,000 1924 
1921 Arzentinc Government Gold Notes. . 7 50,00, 0000 1923 
1921 Bolivian Government (privately offered see 7,000,000 
1921 City of Rio de Janerio, Brazil........ 8 12,000,000 1946 10,800, 
1921 Republic of Chile................. 8 9,500,000 1926 4,721,500 
1921 Bolivian Government.............. . 6 1,000,000 1946 
1921 Republic 10,500,000 1946 9,560,000 
1921 Government of Argentin: Notes........... 6 13,500,000 1926 
1921 Bolivian Government..................... 6 Government purposes ...............+. 1,000,000 1922-35 
1921 State Grande Sul, Refunding and public works............. 10,000,000 1946 8,800,000 
1921 Republic 500,000 1931 350, 
211,500,000 
1922 Republic of Cuba, 1 year notes............ $5,000,000 1923 
1922 City of Porto Alegre, Brazil............... 8 Funding and public works.............. 3,500,000 1961 3,460,000 
1922 Gov. of Uruguay, 1 year Treasury notes... . 2,300,000 1923 
1922 Government Argentina................. 27,000,000 1927 27,000,000 
1922 City Sao Paulo, For public 4,000,000 1952 3,724,000 
1922 City Rio Janeiro, Brazil............. refund the external loan 1919 and 
1922 Dominican Republic Custom Administration 6, 700,000 1942 
1922 Republic of Bolivia...................... 8 es and railroad and highway con- 
1922 Central Railway Brasil (Guaranteedloan) Central R.R........... 25,000,000 1952 23,341,000 


000 Proceeds were not used for 
pose for which loan was floa 


tx, 
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Interest Total per Amount Out- 
Year Borrower Rate Purpose Amount Years Due standing Remarks 
1922 Chilean internal bonds (10,000,000 pesos) . . 8 1,350,000 1950 1,350,000 
192: City of 7 6,000,000 1952 5,868,000 
192. State Santa Catharina, loan 1919 and for public works. 1947 4,843, See 1919 loan 
192° Republic Peru................. For fiscal 2,500,000 1932 2,387,4 
1922 Republic French loans and other Govern- 
ment purposes................00000 6,000, 1952 15,425,585 Authorized $40,000, 
1922 Republic of Colombia gold notes. . To cancel floating indebtedness......... . 5,000,000 1927 4,245,000 ' on 
City Lima, Peru (Sterling 1911) 250,000 1965 250,000 Total amount, £600,000 
Valorization Loan........ Coffee 8,800, 1952 8,800,000 Amount issued, £9,000,000, which 
£7,000,000 were offered London 
1922 State of Ceara, Brasil... For public works................-...005 2,000,006 1947 1,960,000 
Dominican Republic............. Refunding and other 3,300,000 1942 3,300,000 Custom Administration bonds 
1923 Government Argentina................. Refunding and other fiscal 000 1924 
1923 City of Buenos Aires (part of 80,000,000 
1923 State of Maranhao, Brazil. . 8 xs 1,500,000 1941 1,452,000 
1923 Government of El Salvador. 8 Refunding and reconstruction ae ,000, 000 1944 , 606, 
———_ 123,660,000 
1924 Government of Argentina Treasury notes. . . 544 ‘To redeem $20,000,0(0 Treasury notes due 
Government general purposes the Government.. 10,000,000 1925 10,000,000 
1924 Government of Argentina................. 6 To of the floating debt. ..... 30,000,000 1958 30,000, 000 
1924 Republic of Bolivia...............-.-.-.- 8 Refunding and railroad and highway con- 
1924 Republic of Bolivia...... evinces 8 Refunding and need and hghwy. con... 3,000,000 1947 3,000,000 
Bogota Refunding and public works............. 1945 6,000,000 Amount authorized, $10,000,000 
Dominican Republic. 2,500,000 1946 
1925 Port Montevideo, Port $1,000,000 Made the National City Bank 
Santos, settle floating indebtedness........... 1,700,000 1927 $1,700,000 Made the National City Bank 
1925 Government Argentina....... Refunding 1959 
1925 Cordoba, Argentina. Public works........ 1942 5,943,000 
1925 State of Sao Paulo, Brazil................. 8 Railroad improvements..............-.- 15,000,000 1950 15,000,000 
1925 Mortgage Bank (Govt. guaranteed). 614 retire internal mortgage bonds........ 20,000,000 1957 
1925 Province of Buenos Aires, Argentina 5% Railroad construction.................. 2,000,000 1926 2,000,000 
1925 Department Antioquia, Colombia Refunding French and Floating Debts 
and Public Improvements............. 3,000,000 1945 3,000,000 Part $20,000,000 authorized 
and other purposes........... 7,500, 000 1940 7,500,000 
Province Buenos Aires, Argentina....... and other purposes........... 3,600,000 1926 3,600,000 
1926 State Paulo, For 1956 7,500,000 £2,500,000 same loan offered 
London 
= Province of Buenos Aires, Argentina....... 7 Refunding of floating debt.............. 4,200,000 1936 4,200, 
pl. 
42,300,000 
Issued partially the United 
1908 Mexican Irrigation Loan.................. 4% Financing of Irrigation Works........... ... Indefault 25,000,000 
1910 Republic of 4 . In default £10,563,780 


1911 Mexican National Packing Co. (Govt. guar.) 6 
1911 Mexican National Packing Co. (Govt. aust.) 6 
1913 Republic of Mexico Treasury Bonds. . . 6 
1925 Republic of Costa Rica................... 5 


Development live stock industry 
Development of live stock industry 


... Indefault 1, 
. In default 


£ 00,000 issued in the United States 


Calvin Coolidge Was Bank President 


STERLING WHITBECK 


Treasurer, Nonotuck Savings Bank, Northampton, Mass. 


about the time that Calvin Coolidge 
entered the practice law North- 
ampton, Mass., new mutual savings bank 
was established. Mr. Coolidge established 
his offices the same building and adjoin- 
ing those the Nonotuck Savings Bank. 
was only natural that the treasurer 
the savings bank should call upon Mr. 
Coolidge tend the legal work the 
bank. The bank grew very rapidly and 
must have kept Mr. Coolidge rather busy 
searching titles for the real estate mort- 


gages and giving legal advice 
officers. 


NTIL public service required Mr. 

Coolidge spend larger part 
his time Boston, visited the bank al- 
most daily. The bank commenced business 
April, 1899, and the first meeting 
the corporators Mr. Coolidge’s name was 
added the list the corporators. the 
next annual meeting filled vacancy 
the board trustees. This connection 
now holds with the bank. 


1902 was elected vice-president 
the bank. During his term Lieutenant- 
Governor Massachusetts, the office 
the president the bank was vacated, and 
Mr. Coolidge was elected this position, 
which filled until 1921, when ten- 
dered his resignation, his duties Wash- 
ington did not permit attendance the 
duties incumbent upon the office. 

far know, the Nonotuck Savings 
Bank the only bank which Mr. Cool- 
idge has ever held office. 


| 
‘ 
+ 
$3,000,000 ........... 
1,500,000 ........... 
£6,000,000 ........... 
£2,000,000 .............. 


The McFadden Bill Deadlocked 


Conference 


THOMAS PATON 


General Counsel 


Failure House and Senate Conferees Reach Agreement 


Branch Banking Features Prevented Legislation. 


House 


Instructed Its Representatives Insist Hull Amendments. 


Accord Reached Other Provisions the National Bank Bill. 


HEN Congress adjourned 
H.R. was still conference, 
the main point difference be- 
ing the so-called Hull amendments, which 
the Senate conferees would not accept, and 
upon which the House conferees, under man- 
date from the House, were bound insist. 

The Hull amendments, our members 
know, deny national and member banks 
all those states which not now permit 
branch banking, the right hereafter estab- 
lish even city branches any state which 
might hereafter permit branches state 
banks. These amendments have the approval 
the American Bankers Association and 
were the bill passed the House, but 
were eliminated the Senate. 

The design the bill passed the 
House was modernize the charter pow- 
ers national banks, place them 
more equal footing with state banks, 
and part this design national banks 
were permitted have city branches, with 
certain restrictions population all 
those states which now permit branch bank- 
ing. This was the extent the permission. 

Further action upon the bill, any, now 
goes over the December session Con- 
gress. 


Progress Bill 


recite briefly the progress the bill and 
the various steps leading the present 
impasse. The bill was passed the House 
February and the Senate with 
amendments May 13, 1926. The changes 
made the Senate Committee Banking 
and Currency were detailed article 
the April Journal (page 667). 

Conferees having been appointed, con- 
ference report was June presented 
the House. The report was signed Con- 
gressman McFadden and King (Wingo not 
signing) and Senators McLean, Edge and 
Glass, managers for the House and Senate 
respectively. This report showed agree- 
ment everything but the Hull amend- 
ments. separate compromise agreement 
substitute for the Hull amendments 
was presented the House June 17. 


Outline Conference Report 


following analysis the provisions 
agreed upon the conferees may prove 

interest: 
Consolidation Federal Charter. 


The House bill provided direct method 
consolidation state with national 
bank. The Senate made eleven amendments, 
most them minor clarifying changes, 
which were all agreed to. One amendment 
importance added the phrase “including 
the right succession trustee, executor 
any other fiduciary capacity” the 
provision that the consolidated national bank 
shall hold and enjoy the same and all rights 
property, franchises and interests held and 
enjoyed the state banks. Another Senate 
amendment provided that state bank may 
consolidate with national any part 
the state the state law permitted two 
state banks consolidate under the same 
conditions. The House bill contained sim- 
ilar provision, and the House conferees re- 
ceded. 

Indeterminate Charters. National banks 
now have ninety-nine year charters. H.R. 
provides for continuing charter rights until 
voluntary dissolution receivership for- 
feiture for violation termination gen- 
eral special act Congress. House and 
Senate bills concurred this. 

Investment Securities. The provision 
the House bill was retained “that the 
business buying and selling investment 
securities shall hereafter limited buy- 
ing and selling without recourse, marketable 
obligations evidencing indebtedness any 
person, co-partnership, association corpo- 
ration the form bonds, notes and/or 
debentures, commonly known investment 
securities,” giving power the Comptroller 
define investment securities and limiting 
total any one maker per cent 
capital and surplus, excepting certain Gov- 
ernment securities. The Senate conferees 
receded from the Senate amendment, which 
struck out the word “hereafter” and initially 
conferred upon national banks power buy 
and sell investment securities, which would 
have thrown doubt upon the past existence 
the power. 

Safe Deposit Business. The provision 
that carrying the safe deposit busi- 
ness, national bank shall invest the 
capital stock state safe deposit company 
more than per cent capital and surplus, 
the same both bills. There was 
disagreement this. 

Real Estate Holdings. Under present 
law, real estate purchased national bank 
restricted that necessary for its 
mediate” accommodation. H.R. takes out 
the word “immediate,” which 


able national bank acquire building 
site for new location not adjacent its 
present location, and for which may not 
have fully completed plans. This provision 
both House and Senate bills. 

Lower Capitalization Outlying Dis- 
tricts. The House bill permitted national 
banks outlying districts cities having 
population excess 50,000 have 
capital not less than $100,000, instead 
$200,000, subject the approval the 
Comptroller the Currency. The Senate 
bill added qualification “where the state 
laws permit the organization state banks 
with capital $100,000 less.” The 
House conferees agreed. 

Stock Dividends. The provision the 
House bill permitting national banks pay 
dividends stock, enacting into law the 
existing ruling the Comptroller the 
Currency, was unchanged the Senate bill 
and not, therefore, subject conference. 

Chairman the Board Directors. 
Likewise the provision the House bill le- 
galizing position the chairman the 
board directors national bank was 
unchanged the Senate. 

Loan Limit Provisions. The provisions 
the House bill amending and clarifying 
Section 5200, United States Revised Statutes, 
relating limit liability single bor- 
rower, were left unchanged the Senate 
except for slight clarifying amendment 
which the House conferees agreed. 

10. Limitation Total Indebtedness 
National Banks. The provision the House 
bill amending Section 5202, Rev. Stat., 
adding eighth exception, namely, 
liabilities incurred under Section 202 
Title the Federal Farm Loan 
was unchanged the Senate. This amend- 
ment was, heretofore, enacted the Ag- 
ricultural Credits Act 1923, but through 
typographical error was rendered void. 

11. Certification Checks. The 
provision the House bill amending Sec- 
tion 5208, Rev. Stat., was left un- 
changed the Senate. amends the pres- 
ent law, which punishes certification before 
the amount “shall have been regularly en- 
tered the credit the drawer upon the 
books the bank” substituting “shall 
have been regularly deposited bank the 
drawer thereof.” This would permit cer- 
tification between time deposit and time 
book entry. 

12. Verification Reports Comptrol- 

(Continued page 59) 
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Investment Advisor Group 
Country Banks 


FRANCIS CRANDALL 


Investment Advisor the Bank East Aurora; Livingston County Trust Company, Geneseo; National Bank 
Westfield; Wyoming County National Bank Warsaw; Bank Eden and State Bank Mayville 


How Six New York State Country Banks Solved the Problem 
Making Scientific Purchases Bonds. Experienced Security 
Man Employed Jointly Recommend Selling and Buying. Limit 
Banks Set and Minimum $4,000,000 Bonds Suggested. 


country bank’s bond account 

has become increasingly important 

the past few years. Both rela- 

tively and actually larger than 
ten years ago. 

This tendency clearly reflected 
comparison the total loans 
ments made the country banks the na- 
tional banking system. 

The comparative figures are follows: 

Total 


Number Loans and 
Dec. 31 of Banks’ Investments Investments 
. 7,238  1,309,000,000 4,625,000,000 
1920........ 7,705  2,523,000,000 7,966,000,000 
7,644  3,279,000,000 9,527,000,000 


Thus, ten years, investments have in- 
creased more than 150 per cent. The ratio 
ments has increased from 28.3 per cent 
1915 31.7 per cent 1920 and 34.4 
per cent the close the past year. 
quite apparent that greater proportion 
than ever before the resources the 
average country bank bonds. 


More Funds for Investment 


factors are chiefly responsible for 

this. First, the growth wealth the 
United States since the war has resulted 
much larger savings deposits. These 
deposits, less subject sudden fluctuation 
than commercial deposits, can properly 
invested bonds. Secondly, the Federal 
Reserve System makes possible for mem- 
ber banks carry smaller cash reserves 
and sets free additional funds for in- 
vestments. 

The number different bonds available 
for bank investment has increased greatly 
recent years. Utility, industrial and. for- 
eign government financing since the Great 
War has added appreciably the number 
issues. 1906, the bonds listed the 
New York Stock Exchange were made 
largely railroad issues. January 
1926, the total number railway bond 
issues (including foreign railways) listed 
the New York Stock Exchange was 729 
and the total industrial, utility and for- 
eign government issues listed was 560. 

This development demands greater atten- 
tion the management bond accounts. 
The city institution, with account suf- 
ficient size, has department under officer 
charge investments. The country bank, 
largely due the diversity duties thrust 
upon its few executives, has found more 


New Idea 


avoid the fate buy- 
ing securities when they 
were high and selling them 
when they were low, 
group New York state 
bank 


country 
feeling that none 
could take enough time 


vestment and 
that one bank was large 
enough afford itself 
such man, decided 
together and employ in- 
vestment counselor. How 
this plan works explained 
this article. 


difficult adapt itself the changed con- 
ditions. Statistical and financial services 
help the country banker considerably 
keeping him posted business conditions. 
However, this information frequently fails 
reach him the right time. 


Advisor Country Banks 


STEP meet this condition has been 
taken group New York State 
country banks. 

The following outline gives briefly the 
plan followed: 

association banks was 
association includes about half dozen in- 
stitutions within radius seventy miles 
which have somewhat similar problems and 
policies. The banks are not closely lo- 
cated each other active com- 
petitors. 

Group meetings are held monthly some 
central point. One more representatives 


from each bank attend the meetings. 
each meeting some specific 
taining country banks discussed. Such 
subjects bank loans, advertising, bond 
accounts and new business are typical. These 
conferences develop free exchange ideas 
various phases banking. 

experienced bond man has then been 
employed the group act advisory 
capacity. called the Investment Of- 
His salary and expenses are pro- 
rated among the banks, according the 
size their bond accounts. His office 
carries his work with the members 
the group telephone, wire and letter. 
visits each bank from time time, and 
meets with the officers investment com- 
mittees. 

Each bank the group retains absolute 
freedom action respect its own 
bond account. evolves its 
using the services the Investment 
Officer. obviously common center 
for financial and statistical data and, 
this connection, his office becomes small 
way Statistical department. Financial ser- 
vices and papers and statistical files cover- 
ing securities the different investment 
accounts are part the office equipment. 
record bonds held the group 
whole and, each separate account, 
also kept his office. 


What the Investment Officer 
Does 


HAT are the duties this Investment 

Officer? the first place con- 
tinually analyzes the bond holdings each 
bank. This consists examining annual 
statements and earning reports and watch- 
ing security markets. Based this study, 
recommends purchases and sales bonds 
the executive officer investment com- 
mittee the different banks. 

Secondly, the Investment Officer many 
instances handles the purchase and sale 
bonds for the individual bank accounts. The 
machinery this work consists duplicate 
confirmations from the Investment Officer 
the broker and the bank; and likewise 
duplicate advices from the broker the 
Investment Officer and the bank. The 
bank thus informed all transactions 
they occur and prepared make and 
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Charge for the 


BRAGER 


Cashier, First National Bank, Fosston, Minn. 


Small Institutions Must Look Their Checking Account 
Departments Sole Remaining Source Larger Profits. Charge 
All Checking Accounts Monthly Fee. Equalize Difference 
Paying Interest Monthly Minimum Balances Carried All. 


business banking again 
passing through reconstruction 
period. 

The financing our industrial 
institutions now handled chiefly the 
numerous bond and investment firms that 
have been organized during the past twenty 
years, and sound investments are being sold 
the depositors country banks through 
traveling representatives reliable bond 
and investment houses yield returns that 
exceed the rate interest sound banks can 
afford pay their customers time cer- 
tificates deposit. 

Bank profits have been curtailed legis- 
lative enactments and changed economic 
conditions. have practically ceased 
receive commissions through negotiating 
farm loans for outside investors, because 
the lower rates interest offered the 
governmental agencies. 

Formerly country banks derived consider- 
able income from exchange charged re- 
mitting for checks drawn 
The greater number the banks now 
charge exchange for this service. 
appears that the public and most the 
bankers hold the opinion ‘that the banks 
should pay 100 cents the dollar checks 
drawn and honored themselves, re- 
gardless whether the check presented 
for payment the counter through the 
mail. This view appears sound. 

find that many sources income 
have been lost the banks, or, not en- 
tirely lost, the incomes derived therefrom 
have been materially reduced. 


Operating Costs 


the meantime, changed economic con- 
ditions have brought about marked 


increase bank operating expenses—just 


about the same proportions these 
altered conditions have brought about in- 
creases the ‘operating costs all other 
lines business. Decreased earnings and 
increased operating expenses have combined 
annihilate net earnings. 

Many bankers have given the problem 
serious thought. have scrutinized our 
expense accounts and curtailed expenses, 
but have failed produce adequate earn- 
ings out the banking operations. 
have sought new sources income outside 
the functions banking. But why 
bolster the earnings bank earnings 
from side line? Why not stick the 
side line and quit banking part the 
earnings the side line are necessary 
make the losses incurred 
the banking operations? 


The Way Out 


SATISFACTORY profits 
paying out more in- 
terest deposits seems 
contradictory. Yet this pro- 
posal made the author 
means putting the 
country bank better 
earning basis. suggests 
that every person having 
checking account should 
charged monthly fee for 
this service, well five 
cents for each check drawn. 
equalize between the 
different classes 
counts, proposes that in- 
terest the rate per 
cent monthly paid the 
minimum balances. 


have taken the study cost 
analysis and applied this science our bank 
operating costs. The disclosures stagger us. 
learn that per cent per cent 
our checking accounts are carried upon 
the books loss; that our checking ac- 
count department, whole, may pay 
profit happen fortunate enough 
have few inactive accounts with sub- 
stantial balances which pay in- 
that the cost carrying each check- 
that costs approximately cents handle 
each check drawn ourselves. 


Charge Checking Accounts 


SURVEY the situation discloses 
that cannot increase our earnings 
demanding higher interest rates; can- 
not pare our expenses more. Some the 
more profitable lines banking are now 
carried non-banking financial institu- 
tions. unthinkable that must carry 
side line support our banking 
operations. 
This leads the conclusion that 
must look our checking account depart- 


ment the sole remaining source from 
which may derive profit and supply 
the banking accommodations the com- 
munities serve—as well supply the 
function providing safe repository for 
the temporarily idle funds deposited with 

The banks have spent hundreds thous- 
ands dollars educating the public 
pay check, and the public has responded 
such extent that the banks are almost 
swamped with the vast volume checks 
which they are now required 
Evidently cheeking account found 
great convenience, maybe necessity. 
any rate, service the patrons ought 
they are probably willing order 
protect their own interests. 

“Thou shalt not muzzle the 
treadeth out the corn” and laborer 
worthy his hire.” 

Our principal competitors transmitting 
money from one point another are the 
United States Postal Service, which con- 
ducts its money order department near 
cost, and the express companies. Their 
charges range from cents for money 
orders less than $2.51 cents 
for $100. 

The remedy: The banks should charge 
for their services instead giving them 
away. Let the service paid for. Antici- 
pated profit the magnet that has induced 
the stockholders invest bank stock, 
and the stockholders have right insist 
that the bank’s officers conduct their opera- 
tions produce net profits. The 
depositors, too, will undoubtedly have 
greater confidence bank that pros- 
perous and paying fair dividends, than 
those institutions which are skating along 
the thin ice public goodwill. 

Few are dull who cannot grasp the 
simple fact that their money can never 
safe the hands institution which 
paying their cash able furnish 
gratuitous service. 


The Way Out 


SUBMIT formula for making bank- 
ing profits from the operations the 
checking account department: 

Charge every checking account, regard- 
less size, monthly fee least equal 
the determined unit cost, but not less 
than cents. 

Also charge every account fee 
cents for each check drawn and charged 
against the account. 

Charge for collecting all out town 

(Continued page 46) 
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Profits the Oil Industry 


Prominent Companies Have Made Large Earnings. 
Side the Picture. 


RICHARD YOUNG 


Another 


Increase Production and Consumption. 


Center Stage Always Shifting Great Drama Appealing 
the Adventurous. Study Being Made for “Tomorrow’s 


romance oil probably the 

most fascinating story our his- 

tory modern business. Since the 

industry began some sixty years 
ago with the discovery petroleum 
Pennsylvania, its growth has been phenom- 
enal, particularly during the last twenty- 
five years. Today the United States the 
leading producer and consumer petro- 
leum products, and also supplies the require- 
ments many foreign countries. 

This story the world’s oil truly 
American. The scenes are laid this coun- 
try, which was endowed Nature with 
abundant store the raw material. The 
action has been continually shifted one 
field after another has been drilled, from 
tory, the mid-continent fields Oklahoma 
and Kansas, Texas and Louisiana the 
Gulf, the Los Angeles basin California, 
the Rocky Mountain wells Colorado, Salt 
Creek pool Wyoming, and 1925 the 
“Smackover deep sand reserves” Ar- 
kansas. 

The actors this play are also Ameri- 
cans, some the principal having been 
flled the Rockefellers, Doheny, Bedford, 
Teagle, Sinclair, Cosden, Marland, Stewart, 
Archbold, Rogers, Pratt, and Payne. The 
careers these men and the huge cast 
their associates who played minor parts 
illustrate our typical American characteris- 
tics and ideals business—the pioneering 
spirit, constant scientific research 
stallation improved methods, large-scale 
organization, integration processes from 
raw material finished goods, the will 
meet ever-growing demand, the policy 
strongly and conservatively. 

the characters this drama have been 
well paid for their efforts, the country 
not the loser but the gainer thereby, be- 
cause the new wealth represented this 
industry they have created. The gamble 
drilling for oil captivates the adventure- 
some type man, but the capitalist must 
also attracted furnish the high stakes 
required, and one well out every three 
drilled the money lost. Petroleum re- 
fining ranks among the leading American 
industries, and the annual earnings the 
principal companies engaged make 
formidable showing indeed. the same 
time there are hundreds other companies 
about which the public does not hear great 
deal, which every year have losses aggre- 
gating many millions dollars. 


Three Years’ Earnings 


earnings for the last three years the 
leading American petroleum producers and 


refiners which have published reports 
stockholders and the newspapers. The 
figures represent the net profits available 
after all expenses drilling and operations, 
abandonment “dry holes,” depletion 
oil reserves, amortization leases, depre- 
ciation equipment, interest charges and 
provision for taxes have been deducted. 
Fiscal years end December unless other- 
wise indicated 


Petroleum Producers and Refiners 
Net profits—000 omitted 


1924 1925 
Amerada Corporation ..... 1,670 1,200 2,518 
Associated Oil Co......... 5,951 6,405 10,465 
Atlantic Refining Co...... 836 4,698 7,167 
Barnsdall Corp. .......... 182 1,256 3,094 
California Petroleum Corp. 6,104 2,894 6,296 
Continental Oil Co......... 4,306 
Humble Oil Refining 5,058 9,835 22,624 
Independent Oil & Gas Co. 810 638 2,561 
Midcontinent Pet. Corp..... *3,784 1,425 7,001 
Pan American Pet. & Tr. Co. 20,352 15,185 27,336 
Pan American West. Pet. Co. Pas 4,233 
Phillips Petroleum Co...... 4,642 7,161 12,330 
Prairie Oil Gas Co. (1).. 8,831 10,330 15,802 
Producers Refiners Corp. 

2,819 1,197 1,236 
Salt Creek Producers Assn.. 6,888 6,262 
Shell Union Oil Corp...... 16,859 18,563 20,416 
Simms Petroleum Co...... 342 1,922 2,637 
Sinclair Consol. Oil Corp.. *1,289 *2,149 6,003 
1,124 22 3,756 
South Penn Oil Co........ *939 1,527 2.375 
~~ Oil Co. of Califor- 

Standard Oil Co. of Indiana 41,538 40,789 52,933 
Standard Oil Co. of Kentucky 5,519 5,383 7,188 
Oil Co. New 

56,295 81,017 111,231 
Standard Oil Co. New 

14,963 22,020 41,580 
Standard Oil Co. Ohio (1) 3,455 
8,198 26,458 39,605 
Tite Water Ol) Co....... 2,908 3,898 5,987 
Union Oil Co. of California 8,032 10,704 10,513 
United Oil Co. (Calif.).... 738 1,652 
Gl 3,314 17,404 24,230 


White Eagle Oil & Ref. Co. 1,348 1,029 
(1) Calculated from increase in surplus account 
after payment of dividends. 
(2) Years ended March 3h. 1924-25-26. 
(3) Before depletion. 
Deficit. 


The Record Production 


production crude petroleum 
the United ‘States 1925 again made 
new high record—755,852,000 
compared with 713,940,000 1924, in- 
crease 5.9 per cent. Back 1900 this 
country’s total production was slightly less 
than 64,000,000 barrels, that the increase 
during the first quarter century was over 
1000 per cent. The production 1925 was 
just double that recent year 1919. 

The increase last year came mainly from 
the Smackover field Arkansas. Although 
this territory has been producing oil for 
many years, the “deep sand reserves” were 
discovered only February, 1925, since 


which time production increased over 


350,000 barrels daily. Smackover oil 
heavy grade with asphaltum base, and 
used principally fuel oil. not 
important factor the gasoline situation 
are the and mixed-base 
crudes. 

After few the flush production 
this field subsided, and last fall the 
total output for the United States had de- 
clined from peak 2,346,900 barrels per 
day 2,000,000 barrels, and continues 
run around this the present time. 

the United States production last year, 
California contributed 230,148,000 barrels, 
30.5 per cent; Oklahoma, 176,760,000, 
23.4 per cent, and Texas, 142,618,000, 
18.9 per cent, total 72.8 per cent from 
these three leading states. 

World production for the last two years 
given the following table, the 1924 
figures being those the United States 
Geological Survey, and the 1925 data 
estimated the American Petroleum Insti- 
tute. interesting note that last year 
the United States produced 71.6 per cent 
the world’s total, and Mexico 10.8, leaving 
only 17.6 per cent for all other countries: 


World Crude Oil Production 
Barrels of 42 gallons—000 omitted 


1924 % 1925 

United States ..... 713,940 70.5 764,000 es 
Mexico ...... 139,497 13.8 115,000 10.8 
Russia alaheted 45,312 4.5 52,000 4.9 
1 32,373 3.2 34,665 3.3 
Dutch East Indies. 20,473 2.0 21,500 2.0 
8,754 0.9 20,200 1.9 
Roumania .:....... 13,303 1.3 16,625 1.6 
7,812 0.8 9,164 0.9 
Sarawak (British 

cae 669 0.4 4,500 0.4 
Trinidad 4,057 0.4 4,417 0.4 
1,959 0.2 2,000 0.2 
2,803 0.3 3,457 0.3 

1,012,927 100.0 1,066,220 100.0 


Growth Gasoline Demand 


tremendous increase the number 
automobiles and trucks during recent 
years and the consequent demand for gaso- 
line for fuel are too well known require 
any extended comment. The figures have 
been summarized the accompanying dia- 
gram, which shows the monthly production 
gagoline the United States, the do- 
mestic consumption, and stocks hand. 
Last year’s production gasoline was 
907,177,000 per month, while domestic con- 
sumption totaled 9,362,094,000 gallons, 
780,174,000 per month. Exports, which are 
not shown the chart, amounted 1,330,- 
314,000 gallons, 12.2 per cent the total 
production, and are constantly growing. 
striking seasonal fluctuation found 


q 


> 


clines until December, the max- 
imum figure being twice the 
minimum. Production, the 
other hand, runs more less 
constant throughout the year, 
oge 
due the desirability keep- 


the demand for gasoline corresponding 
the automobile seasons. January and Feb- 
ruary are the lowest months, then consump- 
tion rises steadily until August, then de- 
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(Courtesy Standard Oil Uo. of N. J.) 


battery high pressure stills for “cracking” oil increase its yield gasoline 


ing the “battery” stills operating 
100 per cent capacity twenty-four hours 
This results the accumulation 
stocks gasoline the hands refiners 
and distributors during the winter, while 
during the summer the consumption curve 
rises above production and stocks are drawn 
down. 

March 31, 1926, gasoline storage 
amounted 1,936,336,000 gallons, the high- 
est figure history, while during May 
was reduced only 10,000,000 gallons. 
some quarters serious concern has been ex- 
pressed these large stocks. 

The domestic however, 
higher rate than ever before this 
time the year, running per cent ahead 
1925 and per cent over 1924, that 
stocks storage considered rela- 
tion current consumption, they are not 
much larger relatively than before. The 
April storage both years represented 
days’ supply the April rate. This 


DOLLARS PER BARREL 


notwithstanding late start the 1926 
motoring season due bad weather, that 
with normal consumption and exports this 
summer the stocks should greatly re- 
duced next fall. Certainly the gasoline 
situation regarded stronger than 
any time for several years. 


Cracking Process Increases 
Yield Gasoline 


the manufacture the various petro- 

leum products, the first step sep- 
arate the crude into its constitu- 
ent parts the process distillation. The 
oil run into huge stills and its tempera- 
ture slowly raised, causing methane and 
ethane gases escape. These are the 
est the several hydrocarbon compounds 
making crude petroleum, and the tem- 
perature goes the scale, one 
other the heavier compounds its 
boiling point and passes off vapor, 


GASOLINE 
CENTS PER GALLON 


Crude petroleum prices have recently reached the highest levels since 1922. Gaso- 
line prices, although still under the peak recent years, have also advanced 


sharply 


condensed, purified, and packed 
rels, tins, tank cars for shipment. 

The second class vaporize are penthane 
and hexane, light and volatile liquids, used 
solvents the rubber and paint indus- 
tries and usually called after 
which come gasoline and kerosene. The re- 
maining factors are light paraffin distillate 
and heavy paraffin distillate, used for lubri- 
cating oils and greases, residue sold for 
fuel oil, and black asphalt sold for paving. 
this asphalt heated still further, 
decomposes into coke very pure grade 


employed for the manufacture of: 


graphite electrodes, for use electric fur- 
naces. 

Mid-continent 
about per cent gas, per cent 
gasoline and naphthas, per cent kéro- 
sene, per cent gas oil, per cent 
paraffin and lubricating oils, and per cent 
coke. 

Gasoline the product chief demand, 
and 1912 chemists devised 
known “cracking” secure additional 
yield gasoline from the relatively low- 
value fuel oil subjecting very high 
temperature and pressure, causing break- 
ing down some its elements into gaso- 
line. There are now number different 
cracking processes use, which have added 
great deal our gasoline supply and 
thereby saved the day for the motor car. 


1916 the average yield gasoline from 
crude oil was per cent, which has been 
increased over per cent the present 
time. Without this improvement, last year’s 
production gasoline this country would 
have required more than the entire world’s 
production crude oil. 


The Standard Oil Company 
New Jersey 


the foregoing table profits the Stand- 
ard Oil Company New Jersey has 
far the largest income, and its 1925 annual 
report published recently gives fuller 
details regarding its operations than have 
been revealed heretofore. This the origi- 
nal “Standard” oil organized 
1882, and 1911 divided into thirty- 
three independent corporations order 
the Supreme Court. 

The New Jersey company was left with 
daily crude oil production only 10,000 
barrels, but since that time has again ex- 
panded rapidly, and last year produced 71,- 
924,683 barrels crude oil, 197,000 per 
day, which per cent was from domes- 
tic territory and per cent foreign. 

Yet this production was sufficient sup- 
ply only slightly more than half its re- 
finery requirements, the balance crude 
from other companies. 
This corporation completely integrated 
unit, having producing wells, 
tank cars, and steamers for gathering and 
transportation, “tank farms” 
numerous refineries for the production 
all classes petroleum products, and 
extensive organization for wholesale and 
retail distribution and export. 

And probably more important the his- 
tory this enterprise than are its physical 
resources, which the 1925 balance sheet 
are carried $1,369,170,371, are two other 
features the organization. One the 
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MILLIONS GALLONS PER MONTH 


The production gasoline, domestic and stocks storage. Growth 
during this period has averaged per cent annually 


management, noted for its farsightedness 
securing production reserves here and 
abroad, building refinery equipment 
anticipate future demand, yet pursuing finan- 
cial policies that are always sound and con- 
servative. 

The other feature its geological and 
research work, which constantly sending 
scientists explorations all corners 
the earth seek out new oil fields, and 
employing chemists its laboratories 
devise improved methods refining and 
develop new by-products. 

The company had, the beginning 
1925, outstanding preferred stock $199,- 
972,900, common stock $507,301,775, and 
surplus $274,509,390, making total capi- 
tal investment 784,065. The 1925 
net profit $111,231,355 would represent 
return 11.35 per cent this figure. 

While the gain over previous years 
commanding, certainly not excessive 
considering the speculative character the 
oil business, the uncertain production 
crude petroleum, and the intense competition 
the marketing gasoline. These factors 
render the business hazardous and justify 
higher return the capital employed 
than expected other basic industries. 
Moreover, the year 1925 was not average 
year, but exceptionally prosperous one. 

There wide divergence the return 
capital different lines. The largest 
company the steel industry earned last 
year return 5.16 per cent; the leader 
the automobile group netted 23.6 per cent, 
while many the large concerns textile 
manufacturing and coal mining made noth- 
ing all. 

The Standard Oil Company, after pay- 
ing the regular per cent dividend its 
preferred stock and the common shares 
(par $25), carried the balance earnings, 
count. This stock owned over 80,000 
registered holders. The preferred shares 
have for many years been favorite among 
careful investors, and over one-third the 
common stockholders are employees the 
company, who are constantly increasing this 
partnership interest through 
chase plan. 


Not All Companies Profitable 


romance the oil industry not 

without its elements pathos and trag- 
edy; they will found aplenty. Not 
the report the Standard Oil Company 
New Jersey, sure, nor the other promi- 
nent “children” the Standard group such 
Standard Indiana, Standard New 
York, Standard California, Texas, 
Vacuum, and Humble Oil (which rather be- 
lies its name), nor among such “Independ- 
ents” Gulf, Marland, Pure, Pan-Ameri- 
can, and Shell Union (affiliated with the 
Royal Dutch interests Holland). 

Yet every year large number the 
smaller companies, especially those engaged 
wildcatting new territory, have deficits 
many millions dollars. Un- 
fortunately not possible present 
complete table for all individual companies 
for the reason that the smaller and less suc- 
cessful concerns not issue reports for 
publication. picture the 
whole industry, however, may had from 
examination the annual statistics given 
out the United States Bureau Internal 
Revenue, Income Tax Division. 

The latest report available for the cal- 
endar year 1923. There are two classifica- 
tions relating the.oil industry: the first, 
under the heading “Mining,” being oil 
producers, and the second, under “Manu- 
facturing,” being refiners petroleum and 
its products. 

the year 1923 there were 3742 corpora- 
tions engaged the production department 
the Revenue Bureau, which 
1072 made profits and 2607 had deficits. Out 
every one hundred reporting, therefore, 
twenty-nine made money but seventy- one 
lost it. 

The corporations. reporting income had 
net income $37,438,000, from 
which $4,413,000 was reserved for taxes, 
leaving balance $33,025,000 net income 
carry surplus account. The corporations 


having net income reported aggregate 
deficits $179,684,000. For every dollar 
that was made oil production, therefore, 
over was lost somebody else. 
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The refining department the business 
better organized than the producing 
end, and 1923, out total 542 cor- 
porations, there were 213, per cent, 
which reported profit, and 329, per 
cent, which reported deficits. 

The profitable concerns had aggre- 
gate net income $146,140,000, which 
taxes $18,152,000 were paid, leaving 
balance net income $127,988,000. The 
unprofitable refineries had aggregate deficits 
$33,422,000. 

These official figures, particularly those 
relating production, may 
credible many people, because the 
popular impression the enormous 
profits the oil industry. The 1923 show- 
ing not good some earlier years 
that might have been selected, nor 
bad some others. The year 1920 was 
the most prosperous recent years 
the present 1926 period. 

reported that the United States Sen- 
ate going have investigation made 
into the oil industry, and the reasons behind 
the recent rise gasoline prices. many 
investigations have been made the oil 
industry that they are becoming regular 
annual event. attempting ques- 
tion the wisdom another inquiry this 
time, might suggested that anyone who 
drives motor car over the crowded high- 
ways Sunday will see ample evidence 
why gasoline prices are going up. 

The only surprise that the increase has 
not come sooner. The 21,000,000 automo- 
biles the United States are using our 
oil supplies prodigious rate, and when 
this oil gone amount Senate inves- 
tigation can create another barrel crude 
petroleum. What needed conservation 
the methods production and use oil. 


Some Recent Mergers 


the last year number 
mergers have taken place among im- 
portant companies. Some the purposes 
behind these amalgamations are obtain 
adequate supplies crude petroleum 
meet the growing refinery demand, check 
the excessive exploitation new fields, 
and secure the usual gains operating 
efficiency and stable earnings resulting from 
large-scale, integrated organization. 

some quarters the opinion 
expressed that this merger tendency may 
lead decrease competition re- 
straint trade, which would contrary 
the anti-trust laws; but has been stated 
behalf the companies involved that 
not but merely comple- 
ment one another’s activities. 

April, 1925, the Standard Oil Co. 
Indiana acquired control the Pan-Ameri- 
can Petroleum and Transport Co. (operat- 
ing Mexico), after the latter fad segre- 
gated its California properties the forma- 
tion Pan-American Western Petroleum 
Co. This gave Indiana place 
the Gulf territory, which was further 
strengthened the acquisition Lago 
Petroleum Corporation South 
America) short time later. 

March, 1926, the Standard Oil Com- 
pany California acquired the Pacific Oil 
Company after the latter had distributed 
its stockholders its holdings Associated 

(Continued page 53) 
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The Responsibilities Trust 


Officers 


ALEXANDER KEYES 


President, Humboldt Bank, San Francisco 


Points Consider Before Accepting Trust. Even Court 
Decree May Void and Protection the Trustee 


Trust Has Not Been Properly Created. 


Impossible Under- 


takings Should Not Accepted. Conflict Very Injurious. 


HILE the writer has had little 

experience with trust business 

from the inside, has often 

had contact with from the 
outside and has noticed risks taken the 
trustee while apparently unconscious any 
danger. These observations have led the 
consideration three questions. These 
questions involve the obligation deter- 
mine, first, whether the trust valid; next, 
what are required and, lastly, what 
ought done the performance the 
trust. 

Using the word “trust” the broad, 
generic sense, may say that trust 
brought one two ways—either 
the act the one that creates the trust 
supposed based valid contract; 
the latter, decree court with juris- 
diction the case. Hence, the first thing 
for the trust officer look into the 
validity the contract that creates the 
trust the jurisdiction the court ren- 
der the decree appointing the trustee; for 
the contract not valid, the court 
had jurisdiction, the trust officer may 
imagine his corporation trustee, 
executor guardian; nothing but 
a trespasser. 


Two Limitations 


who full age, one would suppose 
that clearly the trust company becomes 
trustee; but there are two important limi- 
tations the power the individual 
create trust, the failure observe either 
which may render void. The first 
found the community property law 
California, and the second the rule against 
perpetuities. 

The ordinary living trust substance 
gift. many cases the income and even- 
tually nearly all cases the property itself 
given some one. the property 
community property, that is, was earned 
directly indirectly during marriage, 
generally the case, can not given 
away; that is, the trust can not created 
without the wife’s written consent and, 
therefore, the ordinary living trust that 
kind property should never accepted 
without that consent. 

such trust accepted the strength 
the signature the husband alone, you 
may find the principal activities the trust 


are the defense lawsuit. You may sell 
perfect good faith some the securities 
the trust, and the wife may sue you for 
conversion, the purchaser may sue you 
for breach the covenant warranty 
title, which sale implies. is, therefore, 
wise ascertain the beginning whether 
the man who creates the trust married, 
and is, get his wife’s written con- 
sent. 


Duration Trust 


HERE another possibility the 

trust not being valid. trust Cali- 
fornia must not last beyond the lives 
persons who are existence when the trust 
created period twenty-five years. 
trust may combine these two limitations 
time provided declares the trust will 
come end within the shorter the 
two periods, but cannot combine the two 
provide that the trust shall last 
either for twenty-five years during the 
period lives specified persons which- 
ever happens the longer. 

Sometimes, when trusts are complicated, 
the question whether the trust not void 
because created last too long not 
simple one might think. fact, 
the construction wills, when this ques- 
tion has arisen, judges have often disagreed. 
But however difficult the question may be, 
determine whether the trust valid void. 
For the terms the trust agreement 
the trust last beyond the term allowed 
law, then trust has been created, and 
all the acts the trustee are void. The 
trustee responsible wrongdoer for 
everything has done with the property. 


Court Decrees Not Always 
Valid 


HERE the trust not created the 
act individual, but order 
court, cannot always sure that the 


trust had legal beginning. are very 
apt think that whenever judge signs 
order decree, must valid, other- 
wise would not have signed it. But this 
not the case. some cases the signa- 
ture judge not worth the paper 
written on. not uncommon for judges 
sign orders which they have juris- 
diction make. This lack jurisdiction 
sometimes apparent everybody; some- 
times the question involves great difficulties. 

recent case which trust com- 
pany was appointed the guardian 
alleged incompetent, the entire proceeding 
was held void because notice was not given 
the non-resident party over whom the 
guardian was appointed. the statutes 
were perfectly clear, and everybody were 
careful the performance his work, 
these errors would seldom happen. But 
have much obscurity the statutes, 
have many faulty forms, there are 
many persons through whose hands the pro- 
ceedings must pass, not surprising that 
occasions arise which some the juris- 
dictional steps are omitted, with the con- 
sequence that all the subsequent proceed- 
ings are utterly void. Mistakes this kind 
are sometimes made experienced and able 
lawyers. How much more reason have 
fear that they will happen occasions 
when the proceedings are the hands 
inexperienced careless attorneys? 
well-established practice among the trust 
companies attract business promising 
that the lawyer who brings the business 
will become the attorney for the estate. 
This practice from business point vicw 
undoubtedly wise one, but enhances 
the danger which have just referred 
and which trust officers are sometimes not 
likely suspect. 


Something Omitted 


ordinary trust officer assumes that 
lawyer knows his business; whereas 
the fact that lawyer knows all the 
law and that every lawyer some occa- 
sion his career guilty carelessness. 
The result that there are times, even with 
the ablest and most careful men, when some- 
thing omitted the course judicial 
proceeding that results order decree 
being made which the court had juris- 
diction make. such case the sup- 
posed executor, trustee guardian does 
(Continued page 47) 
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The Wealth Leave Behind 


REUBEN LEWIS, JR. 


The Average American Leaves Estate Less Than $4,000. 
The Distribution Wealth Becoming Wider. There Are 
More Large Fortunes. The United States Has More Than 20,000 
Millionaires. What Kind Securities the Average Man Holds. 


LTHOUGH the United States 
the wealthiest country the 
world and there wide dif- 
fusion this wealth among the 

American people, Federal inquiry indi- 
cates that the average estate the Ameri- 
can upon his death amounts less than 
$4,000. 

Proceeding the belief that the relative 
values estates the deceased, disclosed 
the records the probate courts, would 
give true cross-section the distribution 
wealth this country, the Federal Trade 
Commission dug into the returns filed 
twenty-four counties scattered throughout 
the United States see just what the aver- 
age individual left those who survived 
him. sure that the sample would 
fair one, the agents examined records 
counties Massachusetts, New Hamp- 
shire, the District Columbia, North 
Carolina, Georgia, Texas, Oklahoma,. Kan- 
sas, Idaho, Iowa, Wisconsin and North 
Dakota. Only the Pacific Coast appears 
have been passed over the inquiry. 

insure averages that would not 
lopsided considering only the estates left 
individuals the rich centers the Fed- 
eral agents selected nine counties the 
rural type, which there was not single 
town more than 5000. Ten counties 
the town type were chosen, where the 
largest town had population from 5000 
50,000. The other five counties were 
the city type, each containing city more 
than 50,000. These were Savannah, Ga.; 
Topeka, Kans.; Washington, C.; Okla- 
homa City, and Fall River, Mass. 


Who Owns America? 


main object the inquiry was 
discover just how lavishly the touch 
Midas had been applied the country that 
the Croesus the world and see 
just how evenly unevenly these goods 
are distributed among the 115,000,000 people 
who live it. The Federal Trade Com- 
mission did not undertake this task its 
own initiative. grew out the vapor- 
ings and thunderings few represen- 
tatives the so-called progressive wing 
the Senate, who wanted see real 
estimates could marshalled the gov- 
ernment support the somewhat fantastic 
claims the soap-box orators that 
infinitesimal fraction the American 
people owned nearly all the wealth and 
was constantly getting more. The Senate 
resolution that gave birth the investiga- 
tion was sponsored time economic 
unrest—when the country was feeling the 
what one particularly articulate 


Getting Richer 


EALTH the United 
States becoming 
more widely distributed but, 
the same time, the num- 
ber very large fortunes 
increasing. These two 
findings have been made 
governmental inquiry into 
national wealth and income, 
based study the rel- 
ative value estates de- 
ceased persons. The aver- 
age all estates placed 
$3,800, but estimated 
that the average estate, 
large enough warrant 
will range from 
$10,070 $16,990 


amount. 


Senator referred “murderous defla- 
tion.” was claimed the rich were get- 
ting richer and the poor poorer. 

took all the intervening years for the 
Federal agency pursue all lines its 
inquiry. But, late May, shipped 
bulky volume about thousand type- 
written pages the Capitol and in- 
formed the Senate that the national wealth 
was about $353,000,000,000 the end 
1922, and that the national income, which 
amounted about $62,000,000,000 for that 
year had gone $70,000,000,000 for 
1923. Even the best informed Senators 
were not prepared believe the nation was 
wealthy that, because the Census 
Bureau’s estimate for the same year was 
raised about $32,000,000,000. The Federal 
Trade Commission hastened explain that 
this boost was not due the discovery 
new wealth but the inclusion public 
roads and streets and giving the railroads 
and some the public utilities higher 
valuation than that used the other gov- 
ernmental agency. 

The same land that was here when Colum- 
bus, LaSalle, Ponce Leon and other old 
world explorers came few hundred years 
ago—rather than the vast industrial plants, 


the network railroads the billions 
dollars gold and silver our vaults— 
constitutes the bulk our wealth, told 
the Senate. For real estate, found, con- 
stitutes nearly two-thirds the total wealth 
the country. The remainder—$123,000,- 
000,000—represents our tangible property 
and moveables. making its analysis 
real estate values, the commission decided 
that the land itself was worth $122,000,- 
000,000, and the skyscrapers, residences, 
farm houses, buildings and other improve- 
ments had value about $108,- 
000,000,000. 


Examining What Men Leave 


only way which the government 
could determine exactly just how these 
$353,000,000,000 wealth were distributed 
would have been quizzing all our 
hundred-odd million people. Such under- 
taking, course, was impossible. had 
content with sample—a rather small 
sample, that—of how had been held 
the immediate past. This cross-section 
did include, however, record all the 
estates probated these counties for 
period twelve years and covered total 
wealth about $708,000,000. rather 
sad commentary the saving habits 
the average American, the commission re- 
ported that, while 43,512 estates were 
recorded, there were about 141,466 estates 
these counties that were worth little 
that they were not even probated. 

What did the estates filed reveal 
how wealth distributed? 

About per cent the estimated num- 
ber decedents owned about per cent 
the estimated wealth. 

More than per cent the wealth was 
owned about per cent the de- 
cedents. 

The average value for all estates was 
$3,800—but nine out every ten had 
estates amounting less than this figure. 
The estates the very wealthy brought 
the average this level. 

About per cent the total number 
probated estates were between $1,000 and 
$25,000 size. 

The records support the general idea that 
there getting more general dis- 
tribution wealth, has been suggested 
recent estimates that there are now 
many owners securities automobiles. 
1912, the estates that ran over $100,000 
amounted 52.6 per cent the total value 
all estates examined. 1923, 
they amounted only 45.9 per cent 
the total. while the pendulum seems 
swinging this direction, there 
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still rather high degree concentration” 
wealth, the commission asserts. 

Here how wealth the United States 
the decedents the selected counties. 


No. of Average 
Size group Estates Value 

Not probated 141,446 $258 
Under $500 6,099 $258 
$500 to $1,000 4,824 $702 
$1,000 to $2,500 8,766 $1,619 
$2,500 to $5,000 7,972 $3,557 
$5,000 to $10,000 6,446 $7,006 
$10,000 to $25,000 5,518 $15,446 
$25,000 to $50,000 2,231 $34,930 
$50,000 to $100,000 1,105 $68,815 
$100,000 to $250,000 651 $149,922 
$250,000 to $500,000 179 $337,015 
$500,000 to $1,000,000 76 $684,563 
Over one million 44 $2,975,296 


Decedents who left estate for pro- 
bate were presumed have had much 
property the average the lowest group, 
namely $258. 


AKING the government’s figures and 

applying them the country 
whole, would shown that eleven people 
out hundred—whose estates are pro- 
bated with the courts—will leave less than 
$500. 

About ten will leave from $500 $1,000. 

About twenty will leave from $1,000 
$2,500. 

Nearly eighteen will leave from $2,500 
$5,000. 

Thus, the statistics based the estates 
left this representative group 1923 
indicate more than half those whose 
fortune large enough warrant record 
being filed will not leave much $5,000 
their heirs. These figures not include 
the proceeds from life 
however, the picture not quite dis- 
mal this. 

About fifteen out hundred will leave 
estates valued from $5,000 $10,000. 

Fifteen will pass their reward and 
leave from $10,000 $25,000. 

Between five and six will leave estates 
from $25,000 $50,000. 

The classes beyond this mark are dis- 
tinctly exclusive, for they are those who 
are richly endowed with the world’s goods. 

For instance, the Federal Trade 
Commission found that only 1.9 per cent 
the estates covered were between $50,000 
and $100,000. Only 1.5 per cent the 
total number was the class from $100,000 
$250,000; 4/10 per cent between 
$250,000 and $500,000; 1/10 per cent 
from $500,000 $1,000,000. There was 
one estate thousand where its value 
entitled its late owner have earned the 
distinction being called millionaire. 

Taking the returns for 1923—or twelve 
years later—it was found that 
centage big estates was somewhat larger. 
Those ranging from $50,000 $100,000 
amounted 3.3 per cent the total. The 
percentage the group from $100,000 
$250,000 was unchanged; 6/10 per cent 
left from quarter half million dol- 
lars; 2/10 per cent had between 
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half and million dollars; while 1/10 
per cent were again found the highest 
class—more than million dollars. 

The popular belief that there more 
wealth among the individuals the city 
than the country based the facts. 

the counties having cities more 
than 50,000, the average value the estates 
probated throughout the twelve year period 
was $16,990. counties, having towns 
between 5000 and 50,000 population, 
was $10,070, and the rural counties, 
$13,950. The concentration probated 
wealth was also greatest the counties 
with large cities. 

The holdings real estate represented 
about third the total value all the 
43,512 estates covered. However, the com- 
mission did not take into account any de- 
ductions for mortgage debt indirect 
ownership through the ownership mort- 
gages and real estate notes. found that 
the proportionate direct holdings real 
estate were greater for the estates 
medium size than for the very large 
very small estates. 

the estates, ranging from $2,500 
$10,000, the average distribution between 
real estate and personalty was about half 
and half. Realty represented only 30.6 per 
cent the total value estates “city” 
counties and 41.9 per cent “town” coun- 
ties. the rural counties, represented 
50.6 per cent. 


said now that there are about 19,- 

000,000 individuals this country who 
own stocks bonds—or just about many 
security holders there are automobile 
owners. 

analyzing the personalty these 
estates, was found that more than third 
consisted corporate stocks; 14.7 per cent 
represented bonds; 10.6 per cent real estate 
notes; 4.7 per cent other notes; 14.7 per 
cent cash, and 19.9 per cent miscellaneous. 

the estates larger size, there was 
proportionately higher holding stocks and 
bonds, while the proportions represented 
cash were considerably larger for the small- 
estates. 

The investing habits the individuals are 
revealed somewhat different. The man 
the rural counties does not strong- 
for stocks for bonds. The willing- 
ness the resident the city districts 
take chance obtaining greater return 
from dividends stocks rather than 
content with fixed rate interest bonds 
reflected the contrasting holdings 
securities. The proportion total person- 
alty carried cash was largest for the 
estates town districts. averaged 32.9 
per cent, compared with 12.4 per cent for 
city districts and 21.2 per cent for rural dis- 
tricts. 

the average well-to-do man com- 
pared with the millionaire was thrown 
the commission separate study 540 


estates for the years 1918 1923, all 
which ran over the million-dollar-mark. The 
total value the estates left millionaires 
New York City, Chicago and 
phia was slightly more than $2,000,000,000. 

Whereas the average estate this sample 
taken the government revealed that real 
estate formed third the total, this in- 
quiry showed that only 14.4 per cent what 
these millionaires left was realty. the 
personalty, more than half—or 53.9 per cent 
—was the stocks corporations, 23.8 per 
cent bonds, 4.4 per cent real estate 
notes, 3.9 per cent other notes, 3.6 per 
cent cash and 10.4 per cent miscellane- 
ous items. While the secret the succes; 
that lifted these opulent individuals into the 
select ranks the millionaires doubtless was 
largely due the ability pick the stocks 
that cut melons regularly and rose value, 
secret that the list holdings in- 
cluded few the worthless “cats” and 
“dogs” that less provident individual would 
have been quite reluctant admit having 
selected. 

There one odd thing about the United 
States and its millionaires. 

While statements are broadcast and hard- 
open: doubt that this country has the 
greatest number individuals who have 
amassed such amazing sum, one seems 
know just how many have. 


sample the distribution wealth 
indicates that there one person about 
every 4250 those who have died, who 
would have come within this classification: 
the basis this ratio, could figured 
that there are 27,153 millionaires the 
United States now. 

can readily understood, there may 
good bit probable error this es- 
timate, which built what properly 
called small cross-section the distribu- 
tion wealth. can checked way 
the income tax returns filed with the 
United States Treasury. These show that 
there were 16,634 individuals, who enjoyed 
net income more than $50,000 for the 
year 1923. Such income would repre- 
sent per cent yield million dollars, 
but the amount reported net income, after 
various deductions are made. And while 
quite true that number individuals 
earn much $50,000 year without hav- 
ing much million dollars, this would 
probably offset persons with property 
worth million dollars that does not pro- 
duce this much income. 

Somewhere between these two limits, 
appears that the real number our most 
successful wealth amassers will found. 

Due the development the corporate 
fiduciary, what men leave their heirs 
more interest bankers today than per- 
haps ever before—These figures, therefore, 
although not wholly comprehensive—should 
throw some light the possibilities trust 
service and perhaps furnish few averages 
that will prove helpful. 
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New Twists Old Frauds 


MOREHOUSE 


Vice-President, Security Trust Savings Bank, Los Angeles 


Finding Suckers for Inferior Stocks Over the Telephone. Bank 
Stock.as Bait. Losses Switching Stocks. Endless Chain 


Scheme Sell the “Phenomenal Tire” 


Buying into the 


Wonderfully Paying Business Catching Automobile Thieves. 


HERE saying that, “There 

nothing new under the sun.” This 

may true, but the field 

swindles there certainly are being dis- 
covered new ways improving old 
methods, the endless chain variety being 

Here skin game which produced 
several hundred thousand dollars for the 
sharper who supervised its operation. Like 
many schemes, centers around the sale 
new invention—this time newly pat- 
ented automobile tire. the case with 
many inventions unknown merit, this 
one marketed direct from factory 
to consumer. 

finest tire ever offered the public, and natu- 
rally carries unlimited guarantee 
wear. fact, revolutionary and 
will time put other tire manufacturers 
out business. puncture proof, crack 
proof and practically needs attention 
any kind. produces the effect riding 
air and takes the jolts out the bumpi- 
est roads. 


The 


marketing this phenomenal tire, the 

promoter calls for all persons wishing 
make money join his “Booster Club,” 
paying the promoter handsome initiation 
fee. For this fee the “joiner” receives 
lapel button, automobile tail light, adver- 
tising literature, and the right sell these 
wonderful tires. also vested with 
the authority enlist other salesmen, which 
forms into Senior Members Club, and 
each Senior Member turn organizes an- 
other club known Regular Mem- 
bers, and each Regular Member organizes 
another club known Junior Mem- 
bers, with the result that the chain sus- 
ceptible expansion until there are over 
56,000 club members selling this particular 
tire. 

The unfortunate thing about the whole 
fake scheme that any person who pays 
the initiation fee the promoter can join, 
regardless his ability experience 
salesman; fact, there but one quali- 
fication, and that you must have the fee, 
with the result that hundreds people, 
many them out work and need 
more income, are led believe that they 
can make success selling this “wonder- 
ful” tire; and into the scheme goes their 
last few dollars, never returned 
any form. 

What are the facts? 

the first place, the factory which 


Barnum Wrong! 


ARNUM the con- 
trary, the public does 
according the author 
this article, who tells true 
tongued, high pressure 
salesmen separated many 
individuals from their 
money. Frankly, states 
some swindles are 
crooked that hard 
get the straight them and 
asserts that “the average 
dividual does not willingly 
consent being fleeced out 
his savings, nor does 
relish being condemned be- 
cause mistake has 
made investing money.” 


these tires are made small room, 
about ten twelve feet, with equipment 
having capacity not exceed twelve 
tires day.. This miniature plant had never 
produced more than few sample tires, and 
sample tires for long time, had 
been shut down for year. Thus with 
hundreds so-called salesmen, organized 
into various groups, and with tires 
sell, naturally the scheme “blows up,” with 
the promoter holding several hundred thou- 
sands dollars representing fees collected, 
and the salesmen holding worthless receipts 
for the same money. 


Old Skin Game and How 
Works 


one the schemes “catch ’em and 

skin ’em” the telephone plays impor- 
tant part, for the use this me- 
dium that those who later fall victims 
the swindler are first discovered. 

For any swindler use the telephone 
and promiscuously call numbers the hope 
that may find persons whom can in- 
terest investments seems almost hope- 


less, for would seem unbelievable that 
there are persons owning securities con- 
templating investment who 
carry conversation over the telephone 
with stranger. matter fact, the 
number who can interested invest- 
ments this method surprisingly large. 

When done large scale, the profes- 
sional swindler will employ many 
dozen telephone operators. Taking the tele- 
phone directory some stockholders’ list, 
what known the skin-game artist 
the “sucker” list, these operators will 
begin calling numbers and will call all 


Interesting the Victims 


first question asked is: “Have you 
been watching the market? you 
noticed that Standard Oil stock increas- 
ing value, and that economists predict 
that will rise much higher? Wouldn’t 
you like own some this stock and make 
big profit it?” the reply indicates 
that the listener interested, then the tele- 
phone operator announces: “This Moser 
stock and bond dealer, calling you. Mr. 
Moser would like see you make some 
money Standard Oil, and has author- 
ized say you that you can buy 
through him the installment basis, pay- 
ing moderate down payment and balance 
small monthly payments.” 

the other hand, the person mani- 
fests annoyance being disturbed the 
telephone call, quickly dispensed with 
the apology: beg your pardon,” and 
the operator hangs without disclosing the 
source the call. 

But those who manifest interest are 
once placed the “sucker” list. due 
man calls them, providing they cannot 
prevailed upon come the swindler’s 
office. 


Switching the Customers 


are receptive his advice. They are 
urged buy Standard Oil some other 
good stock installments, the swindler 
assuring them that will purchase their 
stock and hold his safe until the in- 
buyer completes his payments. 
But, course, this shrewd 
artist does not purchase much one 
the stock, relying his ability 
switch the customer from Standard Oil 
(Continued page 57) 


, 
(\ 


Interest Saving Misleading 


probability Federal debt reduction this year 
perhaps $835,000,000 says, “What this means 
obvious. Every dollar that cut off saves interest 
charge next year, and all the years follow 
least four cents. The saving from this year’s reduc- 
tion alone amounts more than $33,000,000.” 

But every dollar that cut off this manner does 
not save interest the manner indicated. 

There the sinking fund and the law making 
cumulative fund, under which provision the Treasurer 
must pay into the fund each year sum equal the 
amount interest which has ceased accrue the 
securities which were redeemed the Treasury during 
the previous year. 

The result debt reduction therefore only the 
nature diversion funds. Instead paying the 
interest charge the holders the securities, the 
Treasury pays equivalent sum into the sinking fund 
account. The tax-payer the hour better off— 
has contribute just much the sinking fund 
would have had contribute the bond interest 
account. 

The initial appropriation for the sinking fund effec- 
tive July 1920 was $253,404,864. For the. present 
fiscal year, about $325,000,000. 1947, will 
amount approximately $787,000,000. The increase, 
will observed, automatically progressive. 

For example, let us.say that the Treasury uses the 
sinking fund retire $325,000,000 government 
bonds this year. longer would have pay inter- 
est of, say, per cent, $13,000,000 these redeemed 
securities. Next year, this interest $13,000,000 
would paid the Treasury into the sinking fund— 
just much money will taken out the Treasury 
the debt had not been reduced all. 

This will until the last outstanding War Bond 
paid. 


Financial Progress the New Free State 


results the last financial year may re- 

garded eminently satisfactory, despite de- 
ficiency £782,000,” says the Midland Bank Limited 
London its review the finances the Irish 
Free State. “It must remembered that very much 
larger deficit was looked for the beginning the 
year, and that the favorable result has been achieved 
consequence drastic economies effected during the 
year. Furthermore, when introducing his budget for 
1925-26 Mr. Blythe, the Finance Minister, made the 
statement that- some six millions the estimated ex- 
penditure was abnormal and non-recurrent char- 
acter, more than one-half consisting payments 
respect property losses compensation, and that this 
sum, the government’s view, might legitimately 
met out resources other than the proceeds tax- 
ation. The deficit actually resulting from the year’s 
operations was therefore means excessive. 


land revenue and the yield from customs were excess 
budget estimates, but excise duties fell somewhat 
short the amount forecasted, owing reductions 
the yield beer and spirits.” 

“Taking all these items into consideration,” continues 
the review, after discussing various items and condi- 
tions, “the debt the Irish Free State the moment 
commendably small. Indeed, when the published figure 
about per head compared with the British 
roughly £170 per head, the figure appears paltry, though 
must borne mind that Britain has substantial 
assets the shape debts due from other countries 
and has the good fortune being richer point 
resources than her sister island.” 


the Pendulum Swinging? 


ENRY FORD sees the farming problem from 

new angle, and his point view may some- 
thing toward clarifying discussion which, when 
temporarily dies down, often rests the point 
which started. 

Industrialist that is, sees farming in- 
dustry wherein the people who work have 
not yet realized that industry. “The farmer,” 
says, much money for his work the 
industrialist gets for his. The farmer claims that 
works harder than the industrialist, and probably 
does, but the world does not pay for sweat, pays for 
results.” 

The farm other times was self-sustaining unit, 
means which family gained its livelihood and, 
perchance, became independent. There was neces- 
sity work for all the family and work during the 
four seasons. 

Then dawned the industrial age, and from time 
time, slowly and over the years, there was taken away 
from the farm such tasks spinning and weaving, the 
tanning hides, the making farm implements: 
blacksmithing, butchering, packing and canning, and 
much more besides. And there was given back the 
farms work take the place these occupations. 
Instead filling the vacant places, many farmers actu- 
ally swung away from diversified farming into 
one-crop farming. 

So, follow out Mr. Ford’s analogy the farm 
industrial plant have the situation com- 
plete self-sustaining unit which has gradually lost first 
one piece work and then another, and nothing has 
been given take its place. true that the farmer 
has through invention been able gain over the old 
methods hand work, and true that his market 
lenger confined nearby town two, but these 
things have not sufficed make him happy. 

farming insists upon the returns industry, 
well consider three principles industry, all based 
basic principles service. These are (1) quantity 
output, (2) keeping the plant constantly employed, (3) 
newness and novelty. very small profit per unit 
manufacture mammoth output the rule many 
industries, and also helps tell how they make their 
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profits. But, even had the requisite ability, not 
every farmer would attempt farm larger scale 
than now does, and even they could procure the 
necessary capital and land, many other farmers could 
not then make success great enterprise with its 
burden capital and labor. 

the second principle: farmer can, course, 
make crops grow out season: There, however, not 
only the possibility furnishing more employment 
and continuous employment for more people the 
rural regions but there actual probability that 
such state will come. 

The industrial age which kitchen industries and 
farm industries were congregated into new places 
where cities grew around them did not come into 
being fully developed and fully grown. The transfor- 
mation was gradual process growth extending 
over the years. Generations have come and gone since 
the pendulum started swing away from the country. 
Now that the country has been made accessible 
roads and motors, and its isolation neutralized 
and radios and many other devices; now that 
the great cities are forcing outside their limits one 
industry after another, why cannot the country take 
back some the industries with profit all around. They 
can and they will. 

There are signs the swing industry, back—not 
the farm kitchens, not necessarily the confines 
single farm units—but back, nevertheless. 


Principles Good Practice 


not set just few words some prin- 
ciples good banking practice which have been 

demonstrated sound and workman- 

like?” asks Craig Hazlewood, the Chicago banker. 

Here are ten principles which sets up, brief but 
all-embracing code which might profitably printed 
and kept prominently the desk every responsible 
employee every bank the nation: 

financial statement for every unsecured loan 
$500 more. Let the banker dictate the credit 
terms. excess loans. Let the loans officers 
and directors the best the bank. Keep some 
slack our line; that is, maintain strong secondary 
reserves quickly realizable assets. not let 
competition force business 
Keep our investment fixed assets such building, 
real estate and fixtures, within per cent our 
capital and surplus. not make capital loans. 
Discard the idea that our competitor’s financial 
position concern ourselves. 10. Cooperate 
with other bankers the common purpose making 
banking safe and more efficient business. 


the Sky the Limit? 


HERE seems limit the quantity the 
variety goods that the buying public America 
absorbs, but note the word 

Many things are manufactured and offered the 
public only found unacceptable. The public 
hears much about the successful books, the books that 
are absorbed big editions with big profit author 
publisher. 
stories and their telling adds the sales, but there 
neither interest nor profit the stories the thousands 
books which are both failures and losses. 

Everyone gets thrill out the story the man 
who started little “Cheap John” store country 


There interest and uplift 
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city and developed into money-making chain ex- 


all over the country, but who will tell the sad 


story the multitude small town failures? That 
would make book million chapters—with one 
read it. 

Everyone hears about the successful invention and 
the money someone has derived from it, but the patent 
office full useless inventions and the aggregate 
mammoth sums are sunk from year year manu- 
facturing enterprises which there has been some 
defect product, marketability management. 

while marvel the capacity our own home 
markets absorb new things, the market really 
discriminating market. Not only must the offerings, 
whatever they be, have real merit appealing novelty 
striking advance the saving time labor, 
but they must properly and impressively presented 
the market the opportunity lost. 

The expression, “the sky the limit” used refer- 
ence the country’s power absorb can not quite 
accurate long the gateway the market 
narrow and beset with many obstacles. 


“True Prosperity Marked Reduction 


ENRY FORD with Samuel 
Crowther has written another book. Like the 
product which the author rose prominence the 
book has some stuff that will travel far, and will 
give the reader new mental scenes whatever journeys 
may make through the pages. 

chapter called There Limit Big Busi- 
ness?” Mr. Ford says: 

“The people have been taught fear the great 
corporation. They fear because they not un- 
derstand and partly because they are afraid 
monopoly. Also, they have fear the money power, 
and confuse big business with big money power. Their 
thinking many years behind the times. They are 
back the days when million dollars was large sum 
money, and when was taken fact that 
man could make use million dollars honestly. 
Whoever started that saying must have been man 
the narrowest vision, else would have known that 
much easier make money honestly than 
make dishonestly. The only important point 
all this that people think business, and especially 
big business, something dollars instead 

“There craving for prosperity ordained law, 
and entirely natural that there should be. For 
the idea rather general that the chief curse life 
work for living. Thinking men know that work 
the salvation the race, morally, physically, socially. 
Work does more than get our living: gets 
our life. But somehow, prosperity—and everyone 
agrees that good prosperous—is mixed 
with high prices and high wages, and since both prices 
and wages can apparently (though not actually) 
raised law, would seem that some law could sub- 
stitute for work. 

“Everyone should know this time that true pros- 
perity marked reduction prices, and that 
this the only way which prosperity can made 
the normal condition and prevented from being merely 
spasmodic.” 

Here some testimony the general subject 
prices that can not dismissed with gesture, for the 
man who offered can also offer compelling evidence 
support the accuracy his theory. 
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Cartoon Comment the Passing Show 


Will Take His 
the New York Herald Tribune 


353 


Where Has Gone?—Smith for 


Sitting the 
Providence Journal 
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WHEN WENT CONGRESS 


AND WHEN HOME 


The Send-off and the 
Morris the Hartford Courant 


the Chicago Herald Examiner 


The Sad Tragedy—Smith the Hard Hit—Orr the Chicago 
Sacramento Bee Tribune 


INCREASES 


A YEA 


Giving His the 


The Coming Day Reckoning.— 
Bangor Daily Commercial 


Darling the St. Louis Globe 
Democrat 
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Bank Owner Deposited Paper 


Genéral Counsel, American Bankers Association 


THOMAS PATON 


Important Supreme Court Decision Establishing Federal Rule 
That Upon Deposit Paper Indorsed and Credited Deposi- 
tor’s Account, Bank Becomes Owner, Notwithstanding Custom 
Agreement Charge Back Event 


DECISION unusual importance 

banks, because establishes 

rule binding upon all Federal 

courts upon the effect deposit and 
credit paper unrestrictedly indorsed, was 
handed down June the Supreme Court 
the United States the case City 
Douglas Federal Reserve Bank Dallas. 
The court holds that upon the deposit 
paper unrestrictedly indorsed and credit 
the amount the depositor’s account, the 
bank becomes owner the paper notwith- 
standing custom agreement charge 
the paper back the depositor the event 
dishonor. 

Bankers have come believe that 
crediting deposited checks their custom- 
ers’ accounts, the relation the bank the 
customer that agent instead owner 
and debtor; and not only where the paper 
dishonored, but where has been paid 
and there subsequent default remit- 
tance, that they have the right charge 
the amount back the customer’s account. 
But the Federal rule now established that 
the relation the bank upon deposit 
owner and debtor, not agent; therefore, 
order that banks protect themselves against 
the risk not receiving the proceeds after 
payment the drawee, necessary that 
the agency relation established some 
adequate form agreement. The standard 
form collection agreement, drafted the 
office General Counsel and published 
the for January, 1925, creates such 
agency relation. 

view the importance the deci- 
sion, publish the full text the opinion 
for the information members. 
follows: 


Facts Case 


county Cochise, Arizona, Dec. 

22, 1920, drew its check the Central 
Bank Willcox, Arizona, favor 
plaintiff error, hereafter called plaintiff. 
Plaintiff (the City Douglas) delivered 
the check indorsed blank the First 
National Bank Douglas, and that 
bank credited plaintiff’s account 
book with the amount the check. The 
passbook had printed upon its face: “All 
out-of-town items credited subject final 
payment.” The Douglas bank indorsed the 
check, “Pay the order the Paso 
Branch, Federal Reserve Bank Dallas,” 
which will referred defendant, and 
forwarded that bank for collection. 
Defendant forwarded the check, due time, 
the drawee bank Willcox. The lat- 
ter debited the drawer’s account with the 


amount the check, stamped “paid,” 
later returning the drawer, and trans- 
mitted the defendant, lieu cash, its 
own check upon the Bank Phoenix, 
amount covering this and other items. The 
last check was dishonored; both the Will- 
cox bank and the Central Bank Phoenix 
having failed, the First National Bank 
Douglas received proceeds the check 
and charged back the amount the 
account plaintiff. 


Bank Charged With 
Negligence 


LAINTIFF brought suit the District 

Court for western Texas recover the 
amount the check, the ground that 
defendant was negligent accepting the 
check the Willcox bank payment in- 
stead cash, especially because was 
chargeable with notice that the Willcox 
bank and the Phoenix bank were then in- 
solvent. The case was tried without jury, 
and resulted judgment for the defend- 
ant, 300 Fed. 573, which was affirmed the 
Court Appeals for the Fifth Circuit, 
(2d) 818. The case comes here 
writ error. See Jud. Code, Sections 241, 
128 and 24, First (a); Sowell Federal 
Reserve Bank, 268 449. Plaintiff as- 
signs error the holding the Circuit 
Court Appeals that defendant was not 
such relationship with plaintiff 
permit plaintiff recover for the defend- 
ant’s negligence. 


Rule That Agent Depositary 
Responsible for Correspon- 
dent’s Negligence 


plaintiff and defendant concede 
that the rule the Federal courts 
that bank which receives commercial pa- 
per for collection not only bound use 
due care itself, but responsible its cus- 
tomer for failure collect, resulting from 
the negligence insolvency any bank 
which transmits the check for collec- 
tion. 

This the so-called “New York rule,” 
which effect makes the first bank guar- 
antor the solvency and diligence the 
correspondents which employs effect 
the collection. Exchange National Bank 
Third National Bank, 112 276. And 
see Federal Reserve Bank Malloy, 264 
160, 164, for comparison this 
rule liability with the “Massachusetts 
rule” which the initial bank liable only 


Dishonor. 


for its failure exercise due care the 
selection agent make the collec- 
tion. Under the Massachusetts rule, the 
agent selected becomes the agent the 
owner the paper, who may maintain 
action directly against for the negligent 
performance its undertaking. See Fed- 
eral Reserve Bank Malloy, supra, 164. 
Compare Bank Washington Triplett, 
Pet. 25, where the undertaking the in- 
itial bank was transmit paper for col- 
lection. 


Applicability Rule 


this the defendant argues that un- 
der the rule applied the Federal courts, 
the First National Bank Douglas became 
liable its contract with plaintiff for the 
negligence the defendant; hence that 
there was privity contract between 
plaintiff and defendant, and basis for 
recovery, even though the defendant was 
negligent accepting exchange check 
from the Willcox bank. See Federal Re- 
serve Bank Malloy, supra, 164. 

This was the view taken the Circuit 
Court Appeals, but the plaintiff objects 
that not necessary corollary the 
New York rule applied Exchange Na- 
tional Bank Third National Bank, supra, 
that one who deposits paper for collection 
may not proceed against correspondent 
selected the initial bank for that pur- 
pose for negligent failure make the col- 
lection, and that neither Exchange National 
Bank Third National Bank, nor Federal 
Reserve Bank Malloy held. objects 
also that any event the rule not ap- 
plicable here because the stipulation ap- 
pearing the face the passbook, “All 
out-of-town items credited subject final 
payment.” 

said that the effect this language 
was relieve the initial bank, the First 
National Bank Douglas, from the lia- 
bility which would otherwise have resulted 
under the New York rule, and make 
mere agent transmit the paper de- 
fendant for collection, and thus make 
applicable the Massachusetts rule. See Fed- 
eral Reserve Bank Malloy, supra. that 
case, local statute relieved the bank re- 
ceiving paper for collection from any lia- 
bility except that due care selecting 
sub-agent for and transmit- 
ting the paper it; and was held that 
the owner the paper might proceed against 
the sub-agent for negligent failure col- 
lect the paper. 
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Bank Held Owner Not Agent 


not necessary decide any these 
questions here. For when paper 
indorsed without restriction depositor, 
and once passed his credit the 
bank which delivers it, becomes 
the creditor the bank; the bank becomes 
owner the paper, and making the col- 
lection not the agent for the depositor. 
Burton United States, 196 283; 
Union Steel Imperial Bank, 
286 Fed. 857; General American Tank Car 
Corp. Goree, 296 Fed. 32, 36; 
Ruskay, (2d) 143; Scott, Cases 
Trusts, 64, note, par. pp. 66-67. 


“Credited Subject Final Pay- 
Does Not Change 
Relation 


Such was the relation here between the 
plaintiff and the Douglas bank unless 
was altered the words printed the 
passbook the effect that out town 
items were credited “subject final pay- 
ment.” The meaning this language, 
the cashier the Douglas bank 
and the court below held, was that 
the check was not paid presentation, 
was charged back account. 


The check was paid and the drawer and 
indorsers discharged. Malloy Federal 
Reserve Bank, 281 Fed. 997; Federal Re- 
serve Bank Malloy, 264 160, 166; 
Nineteenth Ward Bank Weymouth Bank, 
184 Mass. 49; Winchester Milling Co. 
Bank Winchester, 120 Tenn. 225. With- 
out these words the relationship between 
the plaintiff and the bank was that 
indorser and indorsee; and their use here 
did not vary the legal rights and liabilities 
incident that relationship, unless dis- 
pensed with notice dishonor the de- 
positor. was said the court Burton 
United States, supra, 297: 

the bank when check was not paid, 
charging against the depositor’s ac- 
count, did not the least vary the legal 
effect the transaction; was simply 
method pursued the bank exacting 
payment from the indorser the check, 
and nothing more. There 
whatever the evidence showing any agree- 
ment understanding the effect 
the transaction between the parties—the de- 
fendant and the bank—making other than 
such the law would imply from the facts 
already stated.” 

While there not entire uniformity 
opinion, the weight authority supports 
the view that upon the deposit paper 


Collection the Educational Foundation 


Chairman the American Bankers 

Association’s Committee charge 
the collection the Association’s Educa- 
tional Foundation $500,000, announces 
that the cash now hand amounts more 
than half the amount the foundation. 
The Educational Foundation, will re- 
called, was established the last conven- 
tion commemorate the fiftieth anniversary 
of, the association. 

Fourteen states, the District Columbia 
and the Hawaiian Islands have completed 
their assigned quotas, nine these having 
overpaid the designated amounts. 

Those which have overpaid are Arkansas, 
Florida, Hawaiian Islands, Maryland, Ne- 
vada, New Jersey, New Mexico, Virginia, 
and Washington, while those which have 
completed their quotas are Alabama, Con- 
necticut, District Columbia, Kansas, Min- 
nesota, Rhode Island and Utah. the 
majority the remaining states, which 
include the larger and more populous where 
considerable sums are involved the quotas, 
high percentages toward completion their 
assignments have been recorded. all 
cases reported that the obligations will 
easily met full the time the collec- 
tion period ends. 

Meanwhile plans for application the 
funds providing for college scholarships 
and research economics are being worked 
out under the direction John Pueli- 
cher, Chairman the Board Trustees 
the Educational Foundation. connec- 
tion with the present rapid accumulation 
the money Mr. Puelicher said: 

conditions for the use these 
funds are now being given careful consider- 


PIERSON, New York, 


ation. The experience trustees other 
foundations being drawn upon. The ad- 
vice educators regard kind and 
character scholarships being consulted, 
and the time the subscribed amount 
delivered the trustees the plans for deal- 
ing with will ready. self-evident 
that mistake must made dealing 
with this foundation. should man- 
aged that there will continually attracted 
further and greater sums used for 
the benefit banking and economic re- 

“As beginning $500,000 sizable 
amount, but one must think only 
beginning. should not more than 
year two before the benefits this 
foundation find themselves into every uni- 
versity and college America. There 
should least two scholarships every 
state university and least one scholarship 
every college such college maintain- 
ing department banking and economics. 
Whether these are made gift scholar- 
ships loan scholarships the wisdom 
the future must determine. 

“In addition this, should start out 
with least one foreign fellowship and 
the course few years bring this 
five ten foreign fellowships, that 
America will sending her students 
banking and economics the colleges 
those countries where world banking and 
world economics have been matter not 
recent investigation but years experi- 
ence. This may sound like ambitious 
program, but only this way that 
may hope keep American banking thought 
abreast the requirements America’s 
position world finance.” 


July, 


unrestrictedly indorsed, and credit the 
amount the depositor’s account, the bank 
becomes the owner the paper; notwith- 
the paper back the depositor the 
dishonor. Burton United States, 
supra; Brusegaard Ueland, Minn. 283; 
National Bank Commerce Bossemeyer, 
101 Neb. 96, 102; Walker Brock Ran- 
lett Co., Vt. 71; Aebi Bank Evans- 
ville, 124 Wis. 73. See Scott 
Co., Kan. 503; Vickers Machinery 
Warehouse Sales Co., 111 Wash. 776. 
But see Implement Co. Bank, 128 Tenn. 
320; Packing Co. Davis, 118 548. 


Relation Between Depositor 
and Correspondent 


having thus surrendered its 
rights the paper, only rights arising 
out its contract with the initial bank 
remained. those rights were affected 
the act omission defendant, they were 
affected only because that contract 
stipulated. Defendant’s duties arose out 
its contract with the initial bank out 
its relation that bank owner the 
paper. Hence, there was relationship 
between plaintiff and defendant which could 
made the basis recovery for de- 
fendant’s want diligence. 


New Head Farm Loan 


Bureau 


Albert Williams 


RESIDENT COOLIDGE has designat- 

Mr. Williams serve Commis- 
sioner the Federal Farm Loan Bureau. 
this capacity, will the head the 
Federal system, which supervises the opera- 
tions the Intermediate Credit Banks, the 
Federal land banks and other agencies which 
extend credits the farmers. 


Mr. Williams’ term member the 


Bureau does not expire until 1929. 
native Texas. succeeds Robert 
Cooper South Carolina. 
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banker who maintains liberal margin cash and quick reserves 
needs earn every dollar income can safely obtain his sec- 
ondary reserve. 


For this purpose maturities” have too low earning power, and 
local commitments may not sufficiently liquid. Marketable long-term 
bonds are often best suited for that part bank’s assets which least 


How large that reserve should and how invested, depends course 
upon the nature and source deposits and the maturity customer loans 


the bank question. deposits are unstable and loans are the deferred 


type, might advisable put the secondary reserve into short-term 


investments, even some sacrifice income. 


But most cases, there reason why that extra income should 
sacrificed. careful selection bonds, readily marketable and properly 
adjusted the bank’s liquid needs, bond investment structure can 


built substantial earning power. 


Hundreds banks find our experience this connection marked 
assistance many rely upon for building and rebuilding their entire bond 
investment reserve. The service thorough and complete. Perhaps your 


bank would find equally useful. 


HALSEY, STUART CO. 


INCORPORATED 


CHICAGO NEW YORK PHILADELPHIA DETROIT CLEVELAND 
201 South Salle St. Wall St. 111 South 15th St. 601 Griswold St. 925 Euclid Ave. 


ST. LOUIS BOSTON MILWAUKEE MINNEAPOLIS 
319 North Devonshire St. 425 East Water St. 610 Second Ave., 
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Why Farm Relief Faile 


FRANKLIN FORT 


Member, United States House Representatives from New Jersey 


Congress Could Not See How the Haugen Bill Would Solve the 
Farm Problem Would Lead Greater Overproduction. 


Constitutionality Equalization Fee Doubted. 


Principles 


Used Manufacturers Dumping Surplus Are Different. 


NTIL after the Civil War, farm- 

ers the United Siates east 

the Mississippi 

practically all the staple food- 
stuffs America. Then the great plains 
from the river the Rockies were settled 
and, their fertile virgin acres free- 
granted land, wheat, corn and cattle could 
raised abundantly and cheaply that 
the farmer the East could not compete 
with the farmer the new states. And 
until, the last twenty years, the eastern 
farmer turned his labor into vegetable and 
fruit growing and dairying, his annual re- 
turn was little nothing; thousands left 
the farm; and good farms were drug 
the market. 

Today the farmers the Middle West 
are passing through similar experience. 
The opening the great fertile virgin 
lands Canada, Australia and the Argen- 
tine has provided the world with new 
sources supply staple foods much 
lower production costs than ours. 

This really began before the recent war, 
but was not appreciated fully because farm 
lands America were still rising price 
and were still largely unmortgaged and 
the hands original settlers, whose paper 
profits through increased values made their 


lack annual return those values un- 


noticed. But, as-is always the case with 
rising market—whether farm city 


land, securities commodities—this rising 


market culminated speculative excesses, 
greatly and large measure excusably in- 
duced the inflation commodity prices 
during the war. Due partly this specula- 
tion and partly the death retirement 
the original owners, the lands, now large- 
mortgaged, have passed into the hands 
new owners, who cannot get anything like 
fair return upon cost current com- 
modity prices and who face resulting de- 
cline land values instead the rise en- 
joyed their predecessors. With heavy 
interest charges and increasing taxes, their 
situation constitutes the gravest problem 
the post-war deflation period, and one 
which threatens not only themselves, but the 
bankers and merchants 
section. 


Unformulated Fear 


not merely question prosperity 
adversity—it involves the entire eco- 
nomic status the agricultural population 
the section affected. Traditionally 
America, the farmer has been regarded 
the real independent home-owning backbone 
the nation who, while his income might 


Led Fight 


opening speech 

against the McNary- 
Haugen 
measure came before the 
House Representatives 
for debate, was made the 
cuthor. took leading 
part Congress expos- 
ing the economic unsound- 
ness the proposed farm 
relief bill. this article, 
Mr. Fort tells why Con- 
gress found itself unable 
enact the measure that was 
strongly championed 
farm organizations. law- 
yer training, Mr. Fort 
president the Lincoln 
National Bank Newark, 


vary from year year, nevertheless was 
sure roof over his head, three square 
meals day, and some estate for his widow 
and children. worked with his hands, 
but, unlike other labor, worked for him- 
self and owned his workshop and his home. 
Economically and socially, his status was 
never below what Europe called mid- 
dle class. has seemed study- 
ing the spokesmen for the farmers Wash- 
ington, the great urge toward drastic legis- 
lative remedies chiefly due, not the 
present adversity alone, but the perhaps 
unformulated fear that its continuance 
means definite change this status—a 
definite lowering the American farmer 
the economic and social level the Euro- 
pean peasant. 

This has been emphasized their minds 
the contemporaneous lifting the finan- 
cial position and standard living both 
American labor and the “white-collar” 
workers the city. They would more 
than human they dissociated their adver- 
sity from the simultaneous prosperity 
city people. And when, they can clearly 
see, there direct connection between 
such legislation the protective tariff, the 


restriction immigration, the Adamson 
and eight-hour laws and the like, and the 
prosperity the other groups, both 
natural and proper that they should turn 
their thoughts toward legislation the cure 
for their troubles. 

Toward the finding real cure, the 
rest the nation has the inducement not 
only friendly sympathy, but 
interest. For the active farmers the 
United States number approximately 6,500,- 
000. Their total purchasing power enor- 
mous. The addition only $100 the 
annual income each farmer would mean 
total new spending power $650,000,000. 
the time this had passed through the 
channels trade, its stimulation every 
industry would tremendous. the 
farmer good spender—when has the 
money. 


The Export Surplus Menace 


HEN the Middle West realized that its 

problem was both serious and, unless 
radically aided, probably 
studied earnestly find the cause. This, 
decided, was chiefly the fact that al- 
ways raises export surplus—an excess 
above our domestic consumption—especially 
wheat and pork. The presence this 
surplus our market, through its mere sta- 
tistical bulk and through the resulting pres- 
sure sell any price above the export 
value, forces down the American market 
price; despite ample tariff duties, practically 
the export price level. Consequently the 
farmer buys tariff protected market, 
but sells one where the tariff ineffec- 
tive. 

studying the way other business han- 
dled like situations, the farmer found that 
the manufacturers had, first, become strong- 
organized, and, second, that they sold 
their excess production abroad for what 
would it, the phrase 
is—thus preventing its pressure the do- 
mestic market price. 

So, without sufficient analysis the dif- 
ference between manufacturing and farm- 
ing, the farm leaders set work adapt 
“Big methods agriculture. 
They were met with two serious problems 
immediately. The first was organizing. 
one thing for group fifteen 
fifty stockholders officers form cor- 
poration export trade association, and 
quite another induce the three four 
million wheat farmers form voluntary 
organization. Clearly, this could accom- 
plished only with government aid, not 

(Continued page 58) 
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Convenient Maturities 


Commercial isideally suited for 
ment surplus funds which must available 
meet seasonal demands—and for the temporary 
investment public and special funds, subject 
withdrawal designated dates. other loans 
serve quite the same purpose. Call money over.a 
long period will usually bring lower return, 
especially view the handling charge now 
effect. Local loans are all subject the same set 
conditions and may require renewals incon- 
venient times. Commercial Paper, however, may 
selected mature whenever the money will 
required, and therc obligation renew 
the notes when due. 


Conservative bankers, accordingly, have estab- 
lished the sound banking practice carrying 
always definite reserve Commercial Paper 
arranged convenient maturities. This reserve, 
readily convertibleinto cash, factor unques- 
tioned strength. 


For over thirty years, have been 


Commercial Paper thousands banks 
throughout the have shaped our 
business meet most adequately their needs. 


137 So. LaSalle Street Pine Street 
Chicago New York 


SAN FRANCISCO SEATTLE PORTLAND 
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Missouri Bankers Adopt Code 


Standard Rights Governing the Profession Banking 
Drafted. Broad Information, Loyal Citizenship and Unques- 
tioned Honor Required. Bank Should One-Price Institu- 
tion. Loans Should Placed Build Community. 


ANKING quasi-public business, 

necessary every industry, trade 

and profession. It, therefore, re- 

quires those who practice in- 
formation increasingly wide scope, loyal 
citizenship and unquestioned honor. 
profession, and the Missouri Bankers As- 
sociation has here formulated the standards 
right that should govern bankers: 

The banker will obey all the laws 
his city, his state, and his county. 

Before undertaking the responsibility 
bank management, will qualify him- 
self education—not necessarily school 
college. will acquire knowledge 
commercial law, credits, sound banking 
practice, economics and the history bank- 
ing and finance. will use what 
knows, and will not, the hope extra 
profit, depart from what knows 
sound principle and practice. That way 
danger lies. banker, will keep 
with the increasing body information 
these subjects and with the continual im- 
provements practice. will thus able 
give the public information needs 
upon what sound and what unsound 
banking—what the limits bank’s useful- 
ness are. will able from time 
time take part the preparation and en- 
actment legislation affecting banking and 
public finance, and will equipped op- 
pose effectually legislation that would 
unjust otherwise harmful the banks 
the public. 


The banker will not only courteous 
his associates and the public, but 
considerate and friendly, realizing that 
such atmosphere the best business done 
and that friendship itself the largest 
part happiness. 

The banker will never take commis- 
sion, nor profit any other form, for 
lending the money his bank anyone, 
for warps judgment and in- 
troduces new element danger. Neither 
will the banker, without the full knowledge 
and permission his board directors, 
use his time any other occupation “side 
line.” 

The banker will not himself borrow 
money his bank nor lend any busi- 
ness which himself substantially 
interested, without the full knowledge and 
consent the board directors, recorded 
its minutes. 

But the banker will his loans 
build his community, not capitaliz- 
ing any enterprise his loans, but pro- 
viding facilities for the current, seasonal 
needs the farmers and other sound busi- 
ness men his town and the country round- 
about. will not permit high rate 
interest become the inducement for the 
purchase discount paper otherwise ob- 


Guide 
profession bank- 


ing has discussed for 
several years the 
vide written guide for the 
conduct the banking busi- 
ness. Although, recog- 
nized that conditions vary 
different 
the Missouri Bankers Asso- 
ciation has formulated 
standard rights that 
thinks would apply bank- 
ing everywhere. does not 
seek lay down anything 
new but rather bring to- 
gether and affirm the high- 
est, accepted standards 
this quasi-public business. 


— 

[A 


jectionable, growing out subject mat- 
ter for which would not have approved 
loan the first instance. Never will 
lend money facilitate any illegal business. 

will consider each proposed loan care- 
fully before made, asking among others 
three certain questions the borrower and 
fourth himself: 

What the borrower going use the 
money for? 

Where the money coming from 
pay the loan off? 

the loan attractive? 

The banker owes duty his stock- 
holders operate the bank profitably, and 
they will have complaint makes 
his loans under such precautions. 


bank will one-price establish- 
ment, giving equal service equal 
charge, the respective values accounts 
considered. Banking profits will the fu- 
ture involve the elimination almost all 
gratuitous service, will depend less upon 
the spread interest rates and more upon 
service and charged for. 

The banker will sell only such securi- 
ties would willing himself 
buy. will frequently asked rec- 
ommend men securities, orally let- 
ter. has any misgiving, will in- 


dicate whatever may write say. 
The experienced banker will never address 
letter “To whom may concern.” 
will address his letters introduction spe- 
cifically, and will exceedingly careful 
whom gives them to, because such letters 
are often used improperly advertising 
effect frauds and swindles. few 
bankers, so-called, have been known profit 
helping foist worthless securities upon 
their customers and neighbors. Such bank- 
ers should ostracized decent men. 

The banker will absolutely frank 
with the banking departments the state 
and nation, and will establish cordial rela- 
tions with them. Examiners and other de- 
partment officers can sometimes perceive 
bad tendencies bank before the banker 
notices them himself. From their knowl- 
edge general conditions and particular 
cases, they can give important advice, 
given and received friendship. 


The banker will leader his 
subordinates, not dictator them. 
will encourage their initiative, say ap- 
preciative word about good work, advance 
young men and women for merit, insist 
that they observe this code ethics and 
help them with their banking education. 
will tell them books read about 
banking and related topics. will call 
their attention the courses offered 
the American Institute Banking and other 
organizations. will think his time per- 
haps best employed when imparting 
information personally out his own ex- 
perience, and will educate his own 
practice and precept. his employees shall 
feel that their interests the success 
the business are less than his, and many 
them shall grow able bankers them- 
selves. 

Particularly will the banker watch over 
the health his subordinates, the light 
they work by, the ventilation and all the 
working conditions. 

11. Believing his own bank, the real 
banker not jealous his competitors. 
maintains fair charges for money and ser- 
vice; interchanges with competitors es- 
sential information about credits and im- 
provements bank systems 
never disparages competitor, nor imi- 
tates his trade marks, insignia other ad- 
vertising matter. does not ask com- 
petitor for credit information and then make 
that information the basis for soliciting his 
competitor’s customers. 

12. Conducting his business these prin- 
ciples, the banker will never anyone 
conscious wrong. For was said old: 


all things whatsoever would 


that men should unto you, even 
them.” 
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Simplifying 


Correspondent Relations 


How 
Provides Individual Attention 
orrespondent Business 


promptness, understanding—these are qualities 
first importance business relationships between 

All transactions entrusted correspondent bank the 
Irving-Columbia are handled under officer 
representative directly engaged serving customers the 
correspondent’s territory. 

Whether you desire accommodation, trade information, the 
financing imports exports, assistance the investment 
surplus funds—whatever you not necessary deal 
with more than one person. For this person will look after each 
transaction and see that carried promptly proper con- 


clusion. 


Office 
IRVING BANK-COLUMBIA 


COMPANY 
Woolworth Building, New York 


When writing advertisers please mention the American Bankers Association 


July, 1926 
P 


The Safety and the Service 
the Call 


JASON WESTERFIELD 


What Happens Between the Receipt the Out-of-Town Bank’s 
Telegram Loan and the Telegram Call the Loan. Reason 


Why There Are Losses. Where Critics Confuse Cause 


and Effect. Reports Show Country Loans Exceed City Loans. 


the call loan market, greater 
measure than anywhere else, are ful- 
filled the lending bankers’ requirements 
safety, liquidity and convenience. 
fair statement that the increasing 
popularity enjoyed these security col- 
lateral loans due the growing recogni- 
tion that safer investment exists. There 
not single instance loss suffered 
lenders within the memory those en- 
gaged the handling this type loan. 
The reason for this high factor safety 
not far seek. found the eternal 
vigilance the city banks’ loan depart- 
ments, the first instance, insisting that 
the borrower all times collateral the loan 
with listed securities, the current market 
value which exceeds the amount the 
loan per cent. The second factor 
safety found the liquid character 
the The fight which the ex- 
change has waged for many years and 
now for more corporate publicity; 
the progressive measures has enacted over 
century time for saféguarding the 
rights investors; the wide advertising 
given the values listed securities 
current quotations, available the tape and 
newspapers throughout the land, have 
together brought countless thousands in- 
vestors the market place. When these 
things are borne mind have better 
conception the unsurpassed negotiability 
rendered the huge amount securities 
listed the exchange. 


Between Two Telegrams 


SHALL, however, describe 

phase the subject “street: loans” 
which perhaps not familiar, and that 
the handling and the employment these 
bank funds from the time when they are 
the possession Wall Street corre- 
spondent bank which has instructions 
lend call, until instructions are 
call the loan. 

While the handling loans for their 
may vary minor details 
among the Wall Street commercial banks, 
there will found conformity 
with the practice which shall describe. 
one particular least they are com- 
plete accord, and that their apprecia- 
tion comfortable balances maintained 
customers “establish borrowing equity.” 

the out-of-town bank con- 
cerned, investment call loan secured 
New York Stock Exchange collateral 
merely telegraphic instructions 


city correspondent lend specific sum 
call, followed some later date in- 
structions call the loan. That all. 
But the interval between the two telegrams 
crowded with responsibility, detail and 
eternal vigilance the part the New 
York city correspondent. 
things they must see that the securities 
pledged secure the loan are sufficient 
amount and satisfactory character; they 
must careful not lend more than the 
legal per cent the lender’s capital and 
surplus one firm corporation; they 
must constantly follow the course the 
prices the exchange maintaining the 
value the securities pledged not less 
than 125 per cent the face value the 
loan; they must make changes the col- 
lateral security from time time, accepting 
satisfactory securities place those with- 
drawn the borrower according his 
needs, and, finally, they must from day 
day mark the interest the renewal rate 
during the life the loan. 


The Examination 


idea the expertness required 
fully safeguarding the interests the 
out-of-town lending bank will appear from 
consideration the several services just 
mentioned. Thus the completion 
loan and delivery the New York Stock 
Exchange firm the envelope containing 
the collateral, each certificate examined 
for genuineness, signatures 
ity. the same time judgment passed 
the general character the collateral, 
implying knowledge the condition 
several hundred corporations whose securi- 
ties are listed the exchange. 

addition the loan department’s exam- 
ination the loan collateral, the out-of- 
town lender has another check the rules 
the exchange with respect negotiability 
and also with respect the character 
the borrower. The rules for delivery 
the New York Stock Exchange require the 
indorsement member firm upon trans- 
ferable certificates and that such certificates 
shall acceptable for transfer the name 
the new purchaser the transfer offices. 
lending bank knows that the col- 
lateral security readily negotiable the 
event that liquidation 
one other point, and very important 
one from his standpoint, the lender can 
reassured and that is, with respect the 
character the borrower. Experience and 
familiarity with stock exchange standards 


has led the lending banks take character 
for granted. They well know that self 
preservation alone requires the exchange 
make patient and painstaking investigation 
the character candidates before new 
member enrolled. The supreme necessity 
making sure the honesty and in- 
tegrity members humanly possible, 
will appear when realized that every 
made the floor the ex- 
change, aggregating average over one 
hundred million dollars day, word 
mouth contract—never scratch pencil 
paper exchanged. have never heard 


The Legal Limitation 
legal limitation, which prohibits 
national banks from lending more than 
per cent their capital and surplus 
any person, company, corporation firm, 
imposes another responsibility the loan 
department the city bank. 

Then again, least substitution 
(sometimes two three) made every 
day every loan necessitating the surren- 
der the withdrawn collateral, the exam- 
ination acceptable substituted securities 
and appropriate entries. 

There another important service 
accommodation which city banks render 
their out-of-town correspondents which 
believe not generally known and which 
goes swell the mass detail the loan 
department. Stock exchange loans are usu- 
ally made multiples $100,000. City 
banks, then, order put out $25,000, 
any fraction the unit, make practice 
combining several sums aggregating 
loans and frequently are contributed 
the bank itself order make the 
round amount. The city bank’s readiness 
accommodate participating these 
combined loans makes possible for their 
out-of-town correspondents liquidate 
any business day without exception. lay 
emphasis this because loans are neither 
made nor paid Saturday and con- 
ceivable that inability realize 
might result serious inconvenience, 
were not for the willingness the New 
York bank release its correspondents’ 
funds assuming their loan participations. 

All lending banks the financial dis- 
trict arrange with one more stock ex- 
change member firms handle their call 
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the Great Ports the World— 
the Railway Stations Foreign Cities— 


Where assistance needed most— 
The troubled traveler will always find— 


The Helpful Hand Great Service 


doubtful there another personality, all the world, well 
known travelers, welcome travelers trouble, these uni- 
formed men the American Express Company. Their fame inter- 
national. Familiar with the details foreign customs, dominating 
influence everywhere, their presence guarantee intelligent, 
courteous assistance—endless its variety, constant and efficient— 
wherever and whenever assistance needed. 


Banks everywhere, appreciating the value this Service, assure 
their traveling patrons the fullest extent when they sell them 
American Express Travelers Cheques. The, protection which these 
Cheques give the traveler against the loss theft his funds—and 
that they are spendable and acceptable everywhere—are well estab- 
lished facts. Safe Money plus Timely Service are assured through 


AMERICAN Express TRAVELERS CHEQUES 
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Old Persia Grown Young 


MILLSPAUGH 


Administrator General the Finances Persia 


Seemingly Predestined One the World’s Financial In- 


curables, Persia Getting Her Feet. 


American Advisors 


Assist Bringing About New Order. Revenues 
Per Cent. Budget Balanced. Nation Becoming Unified. 


NTIL few years ago, Persia had 

acquired and seemed predestined 

keep its reputation one 

the incurables. 
Known historically to’all American school 
children the land Cyrus, Darius and 
Xerxes, the world-empire that Alexander 
overran but failed assimilate and which 
Crassus with his Roman legions could never 
conquer, Persia—surviving today one 
the most ancient 
known economically and financially chiefly 
those European circles which were con- 
cerned with her exploitation. 

The American public with its meager in- 
formation was disposed picture Persia 
sitting ragged, incompetent, and hopeless 
the back door Russia Great Britain, 
begging for subsidies and mortgaging 
return the resources which 
helpless husband—all keep itself tot- 
tering along for few 
years until reached the moment 
evitable dissolution. one had confidence 
Persia’s inherent powers recuperation. 
the light the Anglo-Russian Treaty 


1917 creating spheres special interest 


Persia, few believed that the country 
could escape dismemberment. far 
America was concerned, the land Iran 
did not figure practically 
geography. 

Persia appealed Amer- 
icans. weak country coping with 
two shrewd and powerful empires, which 
seemed playing their cat-and-mouse 
game economic penetration and appar- 
ently bent ultimate absorption. 1906, 
Persia had abolished absolutism and had 
established constitution and Parliament, 
and, building this foundation, was mak- 
ing genuine efforts achieve self-govern- 
ment. Shuster had come 1911, had fought 
valiantly against Persian reaction and for- 
eign domination, and, after half-year, had 
departed under pressure Russian ulti- 
matum, leaving behind him the despair 
Persian patriots. 


The Turning Point 


URING the Great War, Persia’s neu- 

trality was violated; the country was 
overrun Turkish, Russian and British 
armies and German spies; her villages were 
devastated; her Government was torn into 
impotent factions; her revenues were par- 
alyzed and her trade ruined. Denied rep- 
arations and even hearing the Paris 
Peace Conference, she was left with her 
pre-war problems infinitely aggravated 
work out her own salvation best she 
might. The Anglo-Persian Treaty 1919, 


under which Great Britain was lend her 
money well financial, economic and 
military experts, the Persian Parliament 
refused ratify the ground that was 
Persia was tenacious those character- 
istics which invoke sentimental praise; but 
her situation seemed more hopeless than 
ever. 

Then strangely enough, Persia’s affairs 
began mend. 

Foreign forces were withdrawn from the 
country. The Anglo-Russian Treaty 
1907 had become one the happy casual- 
ties the Great War. 1921, the Soviet 
Government concluded with Persia mag- 
nanimous treaty, repudiating forever the 
imperialistic designs and methods the 
Czars, cancelling Persia’s debt Russia, 
giving the Persian people gift, the 
former Russian Banque d’Escompte, and 
returning Persia the economic conces- 
sions which had been given the Shahs 
the Russian Government and Russian 
citizens. The British Government, mean- 
while, adopted policy which, stated 
the Earl Balfour 1925, was “to see 
Persia which was independent, which was 
free, and which could treat neigh- 
bor equal terms and whose efficiency, 
civilization, and power justly regarded 
security for the general position the 
East far our own interests were con- 
cerned.” 

Relieved foreign pressure and compli- 
cations, the inherent capacities Persia 
began assert themselves. Taking stock 
the situation, Persian patriots found 
that, after all, Persian resources were al- 
most Aside from the petroleum 
the South, which had been conceded the 
Anglo-Persian Oil Company, the monopoly 
bank-note issues which had been given 
the Imperial Bank Persia, and num- 
ber farmans promising trouble but 
doubtful validity and capable eventual 
clearance, the resources Persia were 
practically free and still accounted 
among the enormous assets the Persian 
Government. Among these assets were high- 
way, railroad, air and wireless rights, the 
forests and mines general, vast areas 
productive land, the sturgeon 
and salmon fisheries the Caspian Coast 
and the pearl fisheries the Gulf, the pe- 
troleum the Northern provinces and the 
glittering stores Crown jewels. 


Confidence Foreign Experts 


OREOVER, Persia had human 
tentialities. Her people were predom- 
inately Aryan, intelligent, adaptable and ar- 


tistic craftsmen. With 
nationality, and with unwavering 
aspiration for independent self-government, 
they were giving their confidence politically 
the men who had shown themselves 
devoted the progress the country. 
They had learned that, the presence 
foreign competition and 
intrigues, the best assurances impartial 
and continuous financial and administrative 
improvement lay the employment for- 
eign experts. had employed foreign 
administrative specialists since. 1900; they 
had turned once America for financial 
experts; they now decided inaugurate 
fundamental program and 
economic reconstruction, and they turned 
once more America. 

yet another direction, the ground had 
been prepared for progress. 

Western observers have frequently fallen 
into the error condemning the so-called 
“backward countries” hopeless im- 
provement. Forgetting political history, they 
are likely appraise the possibilities 
Persia according the present standards 
western countries. the style Kipling, 
they sharply differentiated between “West” 
and “East,” gave solemn warning against 
vain attempts hurry the “East,” forget- 
ting meanwhile that the world 
that standards are relative, that human 
nature much the same all times and 
places, that the cradle civilization was 
the East, that every nation has grown 
slow stages its present position, that 
geography and circumstances have helped 
some nations and hindered others, and that 
cause happens now emerging from 
stage evolution that other more for- 
tunately situated countries left long ago 
that they have forgotten about it. 


National Consciousness 


passing through the stage 
nationalization and 
tled consciousness—that 
Britain and France achieved five centuries 
ago, and that America, Germany and Italy, 
achieved the nineteenth century. 
few years ago, there were strong tribes 
Persia with their recognized chieftains and 
armed forces, which were quasi-independent 
the central Government. The collection 
taxes showed vestiges the satrapal 
system the ancient Emperors. The cen- 
tral Government was weak the frontiers. 
There were, naturally, rebellions and dis- 
orders. 

1921, however, officer the Cos- 

(Continued page 61) 
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The fittings bank represent investment 
security and efficiency well appearance. Follow 
the same idea when selecting Safety Paper for the 
bank’s checks. 

Hammermill produces the pulp, makes the pulp into 
paper and then sensitizes that paper produce 
Hammermill Safety. All this work done one 
mill under one control. The result superior quality, 
strictly standardized high grade Safety Paper. 

will glad send you samples 
Hammermill Safety. 


HAMMERMILL PAPER COMPANY, ERIE, PENNSYLVANIA 
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Cooperation Will Decrease 
Crime—Reduce Premiums 


BURNS 
The William Burns International Detective Agency 

Every Employee Every Bank Should Notified That Drive 

Being Made. Every Member the Bank Staff Should Read 

the Supplement the American Bankers Association Journal. 


~ 


Typical Case Cost Indifference. 


HILE crime has not entirely 

subsided, for like 

crooks are always with us, 

there has been 
able decrease crime, and all this has 
been brought about the result 
aroused public conscience, for officials every- 
where are the alert and acting with 
vigor, with the result that may confident- 
look forward reaching normal condi- 
tion crime. The splendid results thus 
far obtained prove conclusively the possi- 
bility educating criminals know and 
understand that unsafe and unprofitable 
ply their calling the face deter- 
mined drive the combined efforts the 
law-enforcing agencies. 

could cite thousand important cases 
that came under personal observation 
showing the effectiveness determined 
drive. Take, for instance, the extensive 
land frauds California and Oregon some 
twenty years ago, where the government 
was being robbed sums into the 
millions, and involved men the highest 
walks life: United States senators, mem- 
legislature, United States district attor- 
ney, and many others. Because their 
prominence and power, almost the entire 
agency the Interior De- 
partment became corrupt. The then Sec- 
retary the Interior appealed President 
Roosevelt, who promptly took the matter 
hand; employed one the ablest law- 
yers the country special assistant 
the Attorney General prosecute the case. 
was transferred from the Secret Service 
the Treasury the Interior Department 
make investigation and gather the evi- 
dence. Our instructions were make 
most thorough investigation and prosecute 
regardless the men involved. This in- 
vestigation covered period three years, 
and the majority these prominent men 
were convicted. They appealed every 
possible court for relief and were even- 
tually pardoned through political influence. 


Robberies the Mint 


UST previous the land-fraud cases, 

the government suffered serious loss 
the San Francisco Mint. This investiga- 
tion covered year and resulted the vig- 
who went the penitentiary for number 
years. There have been 
the mint since. 


Recently the hotels throughout the coun- 
try made their minds check the num- 
ber depredations that were being com- 
mitted against them the way “skip- 
pers” (men who jump their 
and bad checks. They decided was possi- 
ble educate those who prey upon hotels 
realize was unprofitable. The hotel 
men decided upon very vigorous campaign, 
and signed contract with the Burns 
Agency carry out investigations 
for the American Bankers Association, 


that today the person who attempts 


defraud hotel cannot compromise, but will 
vigorously prosecuted the American 
Hotel Association. 

few years ago the dry-goods stores 
throughout the country, and especially 
New York City, were being overrun with 
shoplifters, and each year goods amounting 
hundreds thousands dollars were 
stolen. The National Retail Dry Goods As- 
sociation, one their annual meetings, 
invited address their convention, and 
outlined what, opinion, would stop the 
shoplifting. advice was that they first 
assemble group the best investigators 
obtainable, who were familiar with store 
work; that the entire group keep rotating 
from one store the other their opera- 
tions; that they apprise the newspapers 
the fact that they intended make seri- 
ous drive against shoplifting, and wanted 
all the publicity possible every case where 
arrest was made until the final termina- 
tion the case. further suggested they 
give luncheon, inviting the Police Com- 
missioner his representative, the District 
chief the Magistrates’ Court and rep- 
resentative from the Municipal and 
Sessions Courts; that they outline these 
officials that they proposed ask for 
vigorous prosecution every arrest that 
was made for shoplifting; that the repre- 
sentative their association would follow 
the case from its inception its conclusion, 
and they would ask for vigorous action 
from the officials assembled was possi- 
ble give, explaining the publicity that 
would given the matter. 

The result was that when Jane Doe was 
arrested for shoplifting Smith’s Dry 
Goods Store, the newspapers announced the 
fact, described the articles stolen, and that 
she was arraigned; there was conviction 
and the defendant sentenced six months’ 
imprisonment. vigorous drive was also 
made locate the fences dealing stolen 


Cooperate and Save. 


dry goods. short time the losses de- 
creased over per cent, and almost every 
professional shoplifter was driven into other 
cities. Today this character theft has 
been reduced the minimum. 


Tell Every Employee 


American Bankers Association has 

succeeded installing the most perfect 
system know for the protection banks, 
but depredations against banks could 
still further reduced were possible 
get the very closest cooperation the 
banks. For instance, every employee.in the 
bank should notified drive was being 
made still further reduce the operations 
crooks against the banks. thorough 
perusal the Protective Supplement the 
AMERICAN BANKERS ASSOCIATION JOURNAL 
should made every member the 
bank’s staff. crime against bank, 
whether successful otherwise, should 
reported the Burns Agency regardless 
whether not successful prosecution can 
had that particular case, for the in- 
formation given may fit with other in- 
formation have that operator. 

other words, the Burns Agency cannot 
hope act clearing house for informa- 
tion, able warn the banks ahead 
time the operations individual 
criminals unless the banks, turn, keep the 
agency constantly informed attempts 
whether successful unsuccessful that are 
made defraud them. 

Every bank should make most thorough 
investigation the character, integrity 
and residence new employees. There 
hardly day when not have reported 
the disappearance employee with 
the funds his employer. often find 
that superficial investigation 
made the employee the time was 
hired, and after his employment was 
never again investigated, with the result 
that when check learn that 
has given fake address his residence. 

Many times men are all right and their 
reputations good when first employed, but 
many times they take with questionable 
associates, change their address, never re- 
porting the bank, and when they dis- 
appear theré are clues. 


They Had Been Warned 


little attention some banks pay 

the subject their protection! While 

Florida recently called prominent 
(Continued page 56) 
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change! Methods 
change! New conditions 
create new needs. The remark- 
able expansion banking busi- 
ness recent years has created 
demand and necessity for 
more economical and more effi- 
cient methods every phase 


bank accounting. 


new model Remington 
bank posting machine 


has been specially designed 
meet all the new and 
more exacting requirements 
bank ledger work. pro- 
vides service which abso- 
lutely complete its results 
and its proofs accuracy. 
And obtains all these re- 
sults ONE OPERATION—a 
crowning achievement time 
and cost saving. 

This machine complete 
its adaptability every class 
ledger posting, regardless 
the number position 
columns cross computed, 
vertical totals accu- 


mulated. isequal- 
applicable any 
sheet. 
There ledger 
need 

ank which the Remington 
Bank Posting Machine does 
not supply with surpassing 
efficiency. 

Send for our new il- 
lustrated brochure entitled, 
“Posting and Proving Depos- 
One Oper- 
ation.” This folder gives you 


ictorial evidence, actual 
ledger forms, the su- 
perior the Model 
Remington for this class 
work. practical demon- 
stration your own ledger 
forms yours for the asking, 
without any obligation 
your part. 


REMINGTON TYPEWRITER COMPANY 


Bank Machine Department, 374 Broadway, New York 


BANK BOOKKEEPING 


Everywhere 


MACHINES 
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The “Gloom Stuff” Expensive 


HARGER 


News Detrimental Banks Magnified While Comparable 
Item Any Other Department Business Falls into Minor 

Place. And Industry the World Subject the Outpour- 

ing Gloom That Flows Over Farming. Pessimism 


look that!” exclaimed the 
bank president, holding the front 


page the evening paper. 


headlines, black type, top column, 
‘Failure the Bank Podunk, capital 
ten thousand, deposits forty-seven thousand.’ 
You would think that editor has idea 
that the Bank England has foundered. 
clothing store with twice the invest- 
ment and five times the probable loss had 
closed, would over the ninth page 
fine type under the general head ‘busi- 
ness failures,’ and nobody but some job- 
bers would see it. But bank, hence 
the scare-heads. wonder the public be- 
comes nervous. fed this gloom 
stuff.” 

The fact that the editor probably had 
not given the relative importance the 
news thought. bank financial in- 
stitution; relates that very sensitive 
portion the average person’s anatomy, 
the pocketbook nerve. Anything that hap- 
way, news better when what the 
reporter calls “gloom that 
tells extraordinary events carrying the 
element anxiety—financial, political, so- 
cial. Unconsciously, and without thought 
its effect upon the public, often gets 
more prominence than deserves, because 
the reporter, the editor and the head writer 
are not psychologists and fail understand 
the effect such exploitation upon com- 
munity affairs. 


Compare Banks and Business 


four years there has been dispensed 
oversupply gloom stuff. Not alone 
the press but the conversation the citi- 
zen, the orations the politicians, the sol- 
emn deductions the economists have 
bristled with grievous tales financial woe 
far excess actual requirements. The 
public has not had well-balanced ration, 
the farm expert would put it, this out- 
put information and opinion. 

This country has 28,854 banks all kinds, 
according recent official statement. 
During the post-war period and the read- 
justment era, due previous overexpansion 
many kinds business, some 2400 banks 
suspended, covering the entire country from 
1920 date. The business failures, re- 
ported the mercantile agencies, are even 
these times.1900 month. The public 
told hundreds columns about the 


bank troubles; little said about the 


ness houses financial difficulty. The un- 
fairness that focuses attention upon the 
banks unfortunately affected and not upon 
the 28,854 banks that have maintained com- 


plete solvency and are today fulfilling their 
duty toward their depositors, stockholders 
and communities. 

Popular opinion that bank suffers 
from “run” only when depositors line 
the sidewalk for block and frantically 
struggle withdraw funds because 
fear loss. These experiences are rare. 
The history the past four years has seen 
far greater injury from the slow drain 
caused the dissemination gloom stuff 
that has weakened the confidence the pub- 
lic banks, regardless their strength. 
one the most steadily prosperous sec- 
tions the farm country, where banks have 
stood for forty years sound and un- 
changed solidity, have been scores fail- 
ures from this cause. Banks that were 
basically firm foundation have seen their 
deposits dwindle, slowly, steadily, until came 
the point where collections could not meet 
the strain and the doors were closed. 


Bank’s Income Depends On— 


BANK’S income does not depend 

much the customer who uses his 
money does upon the one who lets his 
money lie the institution for months 
years,” explained long-experienced banker. 
“The time-deposit stays, and the interest 
paid upon accordance with reason- 
able financial judgment, steady earner 
for the bank. had one depositor who 
had $30,000 our care for years. be- 
lieved banks and was content. One day 
suggested him that ought make 
more profitable and offered him $10,000 
farm mortgage that could recommend. 
was nervous about it; was unused 
such investment. But paid twice the rate 
had been getting, and finally accepted 
the papers—with perspiration his face 
the risk thought was taking. 
two years the loan was paid, and came 
with: ‘Look it—you get in- 
vested and they and pay off. Put 
back the bank.’ Such customer 
worth more bank than the one who 
cheerfully draws out his deposit, borrows 
more, does not give whoop his account 
overdrawn, and whose principal use for 
bank that shall loan him all needs 
his operations. does not worry about 
the bank can use it. The silent de- 
positor the one who stays because his 
implicit confidence the bank’s solidity. 
Every untoward breath that blows causes 
him anxiety. the one the forebodings 
affect, and his attitude what makes 
weakens bank’s business. The newspaper 
talk, the street conversation, the whispers, 
cause him draw out his money and put 


bureau drawers other hiding places— 
and the bank suffers.” 

Take the situation the Dakotas two 
years ago. Matters were 
Banks the score had been closed, and 
Chicago financiers were convinced that noth- 
ing less than heroic measures would re- 
habilitate the financial situation. they 
arranged supply $110,000,000 nec- 
essary, and sent agents out see what could 
done. There was rural community, 
small towns, bank every 750 persons, 
crop failure the past two years, deflation 
prices land and products, political chaos 
that had upset the state’s affairs—things 
seemed about bad they could get. 


“Plenty Happened” 


financial agents selected the strong 

banks, and through them the sound bor- 
rowers, men who had records integrity 
even not much assets, started placing 
money from the funds provided—and told 
folks what they had done and waited see 
what would happen. Plenty happened. The 
depositors who had been withdrawing sav- 
ings from the banks took back; deposits 
grew; confidence returned; financial stand- 
ing was strengthened. The capitalists who 
had prepared furnish over $100,000,000 
soon found that conditions were much bet- 
ter than they had been led believe 
the pessimistic reports circulation. When 
they had placed little less than $5,000,000, 
the need was over and banking was again 
firm foundation, where could main- 
tain its position. Had there been cheerful 
truth-telling and sustained confidence, the 
banks North Dakota could have pro- 
ceeded probably without any aid. The suc- 
cess the project the Chicago financiers 
was marked—simply because banished the 
gloom and fear that had hovered over the 
commonwealth. 

Take Iowa. That state has furnished the 
larger portion the deep dark purple gloom 
that has affected the farm country during the 
winter and spring. Around 
conditions its farmers have centered un- 
told hours speechmaking Congress, 
and its financial suffering has been featured 
throughout the country. has been the 
kind propaganda calculated make the 
thrifty saver that state fearsome. Little 
wonder that banks with extended records 
sound management have been under- 
mined this Yet the statistics 
show that Iowa averages motor car for 
less than four its population. state- 
ment just issued the newspapers that 
state attempt lighten the gloom 


(Continued page 49) 
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Annunciator Call 
Systems 


Emergency Alarm and 
Guard’s Systems 


Watchman’s Recorder 
Systems 


Fire Alarm Systems 
Coupon Booth Systems 
Telephone Systems 


Doorbell Systems 


shown above 


Send for the Brochure 


MANUFACTURERS SIGNALING SYSTEMS FOR OVER FIFTY YEARS 


SYSTEMS. 

CALL 
WATCHMEN 


FIRE ALARM 
ANK 
PROTECTION 


BUSINESS 


SIGNALING SYSTEMS 
FOR 


BANKS 


ANNUNCIATORS 


The Bank Annunciator illustrated above the In- 
formation Desk the lobby the Federal Reserve 
Bank, Cleveland, Ohio, (Walker and Weeks, Archi- 
tects). This one the many important financial in- 
stitutions equipped with Holtzer-Cabot Signaling Sys- 
tems for economy, convenience, and protection. 


The Call System, which this Information Desk Annun- 
ciator part, provides the necessary circuits and appa- 
ratus for every possible calling requirement associated 
with the banking routine. enables all members the 
working staff have immediate contact with mini- 
mum effort and without confusion. 


The experience over half century has enabled 
perfect the design and flexibility Holtzer-Cabot 
Signaling Systems that they most efficiently and com- 
pletely supply the requirements banking institutions, 
large and small. 


The HOLTZER-CABOT ELECTRIC 


HOME OFFICE and FACTORY CHICAGO OFFICE 
125 Amory St., Boston, Mass. 6161 South State St., Chicago, 
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Russia’s Slow March Capitalism 


ROBERT CROZIER LONG 


While She Gradually Returns the Practices Capitalism She 
Does Reluctantly and With Constant Protestations the 
Success the State System Ownership and Operation. Con- 
cessions Made and 5,500 Villas and Apartment Houses Restored. 


USSIA reverting capitalism 
with the slow progress tipsy 
and irresolute man who makes 
four steps the rear for every 
five steps ahead. you see this 

man only and when doing his 
rearward steps you would swear that 
can never possibly get forward; but you 
look him again after ten minutes’ in- 
terval you will see that has gone con- 
siderably forward, even though this oc- 
casion you again saw him taking four steps 
backward. The Russian movement away 
from pure communism has this tentative, 
apologetic, regretful stamp. But Russia 
moves all the same; and without expecting 
make programmatic confession that 
she has erred badly, one can see reviving 
common sense, instinct for the practical, 
and wise circumspection her five-steps- 
ahead-four-steps-back pilgrimage. 

For the United States Russia’s alternat- 
ing locomotion more important than for 
Europe; for America the only great 
power which has neither recognized the 
Soviet government jure nor signed 
commercial treaty with it. For Russia the 
alternating locomotion even more impor- 
tant because might the course time 
bring American recognition; and Russia 
recognition the country which Kameneff 
described “the most backward, the most 
combative, and the most inimical capi- 
With Europe exhausting her depleted ener- 
gies attempts restore itself, Amer- 
ica remains the only country with sufficient 
cash, energy, and technical proficiency 
reestablish Russia’s shaken economy. 


The System Today 


immediate, all-important question 

for America whether Soviet Russia 
will recognize property rights. This may 
either mean property rights regardless 
their origin and date, may merely mean 
newly acquired property rights. this 
question Russia diligently pursuing the 
five-steps-four-steps progress method. First, 
1917 and for several months 1918, 
she indulged pure communism. Next 
came industrial and commercial anarchy 
without even the pretence communist 
framework and system. Next, the 
cure for anarchy, came Lenin’s system 
state capitalism. The essence state capi- 
talism that while property not private, 
methods private capitalism are practised 
the proprietor state—profiteering, wage- 
cutting, labor-disciplining, aggravated 
imprisonment and shooting for mere eco- 
nomic offences. Compared with 


capitalist the severest private capitalist 
Pittsburgh Manchester, England, 
puling, puny creature. State capitalism, 
which order and plausibility were given 
Lenin’s “New Economic Policy,” the 
system Russia today. was the system 
the Tsarist autocracy the last decade 
the nineteenth century when the great 
Count Witte bought railroads and dis- 
tilleries and vodka shops and other private 
undertakings, and justified his policy not 
only declaring that would help the 
finances but also declaring that would 
confirm the Tsar’s absolute power “by trans- 
revolutionary private 
railroad men and vodka sellers into sub- 
missive salaried officials.” 

History repeats itself. But has not 
yet repeated itself recognizing private 
property rights. far programs 
very great change has taken place since 
1922 when the Soviets’ supposed last word 
the subject was spoken the confer- 
ences Genoa and the Hague. Even then 
only practical concessions but surrenders 
principle were promised. While Soviet- 
Russia offered recognize her pre-war 
debt, she demanded thirty years’ morato- 
rium, and big credit. She declared that 
she needed 3,224 million roubles restore 
her economic organism. She refused re- 
store foreigners’ property even pay 
compensation for expropriations. She of- 
fered nothing more than give former 
owners priority when granting concessions 
leases expropriated property. But 
she way meant this 
the contrary, her last word the Hague 
was that the concessionable undertakings 
would chosen Russia’s interests only, 
and without regard whether the former 
owners were foreigners Russians. 


Protects German Property 
Rights 


even this offer was five steps for- 
ward after four steps had been taken 
the rear. For before the “New Eco- 
nomic Policy,” which was broached Janu- 
ary, 1921, there was question even 


qualified recognition former owners’ 
rights. Since then there have 
numerable fifth steps; and Russia has moved 
far that (though she never got the credit 
demanded Genoa) she can quite tamely 
negotiate with Briand’s government for 
payment her debts France. With 
Germany she has got even further. The 
Russo-German commercial treaty Octo- 
ber, 1925, protects German citizens’ present 
and future property rights Soviet soil 
without any qualification. even restores 


pre-war patent rights; and that, though 
great material value, important 
because Russia’s first step beyond the 
hard-and-fast line lying between the Soviet 
conception property which dates from 
1917 and the foreign rights 
acquired before the revolution. 

The Soviet magnates are practical men. 
Only practical men could come the top 
(and stay there) through the welter 
blind ideology, greed, and bloodshed which 
followed the luckless Kerensky 
And once one realizes the Soviets’ prac- 
ticableness one begins understand the 
tentative, alternating nature their rever- 
sion capitalism. Practical politicians 
must inevitably avoid angering and arousing 
the suspicions fanatical communist “stal- 
warts” academic kind. These fanatics, 
who are position “greater freedom 
and less than the Kremlin 
magnates, clamor for pure, unadulterated 
communism, and denounce backsliders 
traitors. the wise backsliders move with 
caution, and make great demonstration 
their four steps back while taking their five 
steps ahead when one looking. They 
outwardly profess the programmes, slogans, 
and catchwords communist orthodoxy. 
Some the men, like Kameneff, Dzer- 
zhinsky and Rykoff, who have done most 
restore capitalism, are most 
uncompromising communists they 
speak from the tribune annual con- 
gress Soviets. 


Capitalism Approaching 


ODAY capitalism slowly approaching. 

Yet communist programs, slogans, and 
catchwords resound from every platform, 
appear the face every postage stamp, 
and trickle out every radio receiver. 
Nationalized apples from the state farm 
Kozloff are stamped with 
And this not always mere demonstration. 
1924, after Lenin’s death had removed 
the shrewdest all Soviet brains, five steps 
back were made for every four steps for- 
ward. For whole year the communist 
stalwarts were the saddle; and that 
year half the Leninite concessions 
private capital were withdrawn. Moscow 
alone 5000 private retail stores were closed; 
and needed food crisis, aggravated 
the year’s bad crops, induce the stalwarts 
relent. Since then the movement back 
capitalism has been resumed. But 
slow, tentative, and apologized for. 
foreign sympathizers even repu- 
diated. When August, 1925, German 
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Condition Business 


Exception the Sluggish Movement Retail Trade 


Found Certain the Mail Order and Chain Store Companies. 


Crop Estimates. 
Tax Reductions. 


long expected warm weather 

which finally arrived June has 

given favorable turn the busi- 

ness outlook both for agricultural 
and retail trade. Sales seasonable mer- 
chandise some lines have been below nor- 
mal due the late spring this year, but re- 
ports from different sections the country 
indicate that goods are now moving into 
consumers’ hands much more freely. The 
clothing industries have 
larly, they practically lost their spring 
season and the demand now for summer 
wear. 

however, during 
this period has been maintained high 
rate, and certain lines such and 
automobiles established the highest records 
their history. This has resulted some 
accumulation stocks goods, and 
might noted that these have been for 
the most part the hands manufactur- 
ers, due the cus- 
tom now prevailing 
generally for retail- 
ers carry only 
small inventories 
finished goods and 
shift the burden 
carrying reserve 
stocks the manu- 
facturers, who must 
prepared make 
prompt shipments 
frequent 
orders. The weak- 
ness commodity 
prices for 
months has been an- 
other influence 
against forward buy- 
ing. 

the sluggish move- 
ment retail trade 
found certain the large chain store 
mail order houses, which handle low 
priced merchandise all varieties. The 
leading organizations this character have 
reported sales ahead 1925 for every 
month the current year. They are not 
-entirely representative business gen- 
eral carried the local retailer, be- 
cause the class goods they handle and 
the fact that for several years their volume 
-of sales has been forging ahead much faster 
the normal trend. Moreover, exam- 
ining the comparative figures monthly 
sales, allowance should made for the 
number new stores that are being con- 
tinually established, and increase gross 
sales may not necessarily indicate gain 
sales 

Taken all, the first half 1926 com- 
favorably with the record year 1925. 


Government Debt Reduction. 
What Inflation? 


Financing June. 


and far from the state depression 
which was feared many quarters few 
months ago. 

The harvesting the wheat crop began 
Kansas the early part June and shows 
the disastrous effect the severe drought 
which throughout the West 
this spring. still too early say with 
any degree accuracy what the total yield 
will be, but there question but that 
for Kansas will fall far below the official 
state and government estimate 133,000,- 
000 bushels June which was reduced 
from 142,000,000 May Some grain 
men believe will drop much 25,000,- 
000 bushels below the June estimate. 
certain sections the soil the driest 
twenty years. 

Oklahoma crop 64,000,000 bushels 
forecast, and Texas banner yield 
expected. The other principal surplus states 
for winter wheat, Missouri, Nebraska, 


TOTAL INTEREST 
BEARING DEBT 


How the Government cutting down the Public Debt 


nois, Indiana and Ohio, report very poor 
prospects. The deterioration due drought 
continuing, and all estimates are being 
revised downward, that the final harvest 
may even worse than 1925. The De- 
partment Agriculture estimate win- 
ter wheat for the entire United States was 
543,000,000 bushels June comparing 
with 398,000,000 last year and five-year 
average 549,000,000. 


Condition Wheat 


the case spring wheat, the June 

report gave condition 78.5, compared 
with 87.1 year ago, but did not issue any 
estimate production because the late 
spring. year’s harvest was 271,000,000 
bushels, and the size the present crop 
will depend whether sufficient rainfall 


The Prospect 


comes the Dakotas and other northwest- 
ern states during the next, few 

The corn crop had poor start because 
the wet weather early spring and 
the drought which 
Large sections had replanted and 
others were given entirely turned into 
pasture. government reports have yet 
been made acreage production, but 
private advices are that “indicated plant- 
ings” will about the same last year. 
The widespread rains which came June 
have offset large extent the unfavorable 
start, although there was some damage re- 
cently washing. 

Last year’s corn crop was 2,901,000,000 
bushels, and there conclusive evidence 
thus far that yield this year will not 
large. Conditions are now reported fair 
Iowa, Illinois, Nebraska, Missouri, Kan- 
sas and other leading states. The prospec- 
tive carryover the old crop one 


the largest rec- 


ord, and heavy re- 


serves are being held 
the farms due 
the shortage hogs 
for feeding purposes 
year. 
there now 
marked tendency 
increase hog produc- 
tion and thereby re- 
store the corn-hog 
ratio normal, the 
prospects that 
the corn supply will 
more than ample 
until 1927 least. 
the face this 
situation corn prices 
have naturally con- 
tinued their decline, 
which started year 
Pres- 
ent quotations are around cents (cash 
No. Chicago), compared with aver- 
age for the year 1925. 

the other small grains, rye forecast 
June 41,100,000 bushels, compared 
with 48,700,000 harvested last year and 
68,100,000 average for the five years 1921- 
25. and barley will doubtless less 
than last year, for although acreage 
production estimates are available, the con- 
dition 788 and 81.0 respectively 
June less than for the corresponding 
date 1925 the five-year average. 


Cotton 


severe slump the raw cotton mar- 

ket would appear indicate that the 

trade looking for another crop. 
(Continued page 42) 
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STORIES COLUMBIA SERVICE—No. 
THE PAPER INDUSTRY THE MIAMI VALLEY 
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Interior view typical paper mill showing two large Fourdrinier machines operation. 
Milky pulp enters one end each machine, finished paper being rolled the other. 


The Miami Valley, southwestern Ohio, one the country’s 
principal centers for the manufacture paper—a basic commodity 
modern civilization. While the uses which this product put 
are highly diversified, prepared principally for the following pur- 
poses: writing and drawing; printing and news; wrapping and 
packing; cigarette making and tissue; building materials. There 
are companies this district engaged the industry with 
annual output 460,000 tons having market value estimated 
$48,000,000. Individual varieties manufactured include coated, 
gummed, waxed, and chip paper; blotting, tissue, roofing, bond 
and linen paper; paper cartons, folding paper boxes, paper fibre 
containers, cardboard and box-board. 


While desire for economies operating costs has led many Ameri- 
can and Canadian paper producers the selection plant sites 
adjacent natural water power reserves, significant fact that, 
without similar recourse, the important position this industry 
the Miami Valley remains unimpaired. condition due 
large degree the support rendered Columbia System making 
available reasonable rates abundant electric power for the indus- 


trial enterprises this district approximately 5,000 square miles 
the Ohio 


This the fourth series advertisements which propose give you 


detailed information the services performed Columbia System companies for 
these communities, their industries and their homes. Investment Columbia 
System securities is, real sense, investment the marvelous Ohio Valley. 
COLUMBIA GAS ELECTRIC COMPANY 
OFFICE the BROADWAY 


PRESIDENT NEW YORK 
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Eight Special Trains Convention 


least eight special trains will 
run from the various sections 
the United States Los Angeles 
transport bankers the Fifty- 

second Annual Convention there Octo- 
ber 4-7. 

Two ocean liners—the Finland and the 
President Harrison—will carry groups 
bankers around America California from 
New York the water route. 

order that the visiting bankers may 
see the scenic marvels the western coun- 
try and obtain first hand knowledge 
the commercial and industrial progress 
the West, the railroads have arranged tours 
route Los Angeles and return with 
stopovers some the principal western 
cities and visits some the most famous 
resorts and parks. 


Specials from New York 


HERE will three bankers’ special 
trains, starting from New York. 

The New York Central Lines will dis- 
patch the first special, known the 
Red Section, from New York the after- 
noon September 17. The railroad 
routing this section the way the 
Canadian Rockies and the Pacific North- 
Banff, Lake Louise, Moraine Lakes and the 
Valley the Ten Peaks, the Great Di- 
vide, Vancouver, Seattle, Portland, Shasta 
Springs, and San Francisco. 

The Green Section—as the second New 
York Central special will designated— 
will leave New York afternoon 
September and will proceed Los An- 
geles the way Colorado. Stopovers 
are made Colorado Springs, the 
Garden the Gods, Pike’s Peak, Denver, 
Rocky Mountain Park, Salt Lake City and 
San Francisco. 

The Red and Green sections combine 
San Francisco and together visit Yosemite 
National Park, the Mariposa grove big 
trees, Del Monte and Santa Barbara, ar- 
riving Los Angeles October 3—the 
day before the convention opens. 

The Pennsylvania Railroad will run 
bankers’ special Los Angeles the 
Canadian Rockies and the Pacific North- 
west, departing from New York 
evening September 19. The special will 
take bankers Philadelphia, Harrisburg, 
and Pittsburgh. Stopovers have been ar- 
ranged Chicago, St. Paul, Minneapolis, 
Banff, Jasper National Park, Lake Louise, 
Vancouver, Seattle, Portland and San Fran- 
cisco, with the arrival Los Angeles late 
the afternoon October 

The return will made more expedi- 
tiously. The combined Red and Green sec- 
tions will depart from Los Angeles 
Mt. Rubidoux, Redlands, Grand Canyon and 
the Indian Pueblos will arranged but 
the special will then speed overland reach 
New York the afternoon October 13. 

The Pennsylvania special will depart from 
Los Angeles o’clock the morning 


Riverside, the Redlands, Phoenix, the Grand 
Canyon and the Indian Pueblos, while there 
will opportunity for the bankers 
see the immense Roosevelt Dam. New 
York will reached early the morning 
October 14. 


The Chicago 


special trains arranged from Chi- 
cago and New Orleans will take more 
direct routes the convention city and will 
not consume many days. 

The 
September 28. will have stopovers 
Omaha, Denver, Colorado Springs, Glen- 
wood Springs and Salt Lake City. The 
Falltonic due arrive Los Angeles 
early the afternoon October 

The New Orleans Bankers’ Special will 
speed California over the Southern Pa- 
cific route. will get under way from 
Stopovers have been arranged Houston, 
San Antonio, Paso, and Ciudad Juarez, 
Mexico. will arrive Los Angeles 


Two Ohio Specials 


Ohio Bankers Association ar- 

ranging special train that will take 
part the Ohio delegation Los Angeles. 
The trip will require twenty-five days. 
23, the Ohio special will make the first stop 
Omaha, where few hours will spent, 
and later will stop over Denver, Salt 
Lake City, Zion Park Lodge, the Grand 
Canyon, Bryce Canyon Lodge, Riverside 
and San Diego, arriving the convention 
city 6:30 the evening Octo- 
ber 

special will return Chicago with stop- 
overs view the Yosemite Valley and 
Mariposa Grove; San Francisco; Lake Ta- 
hoe, the Royal Gorge, Colorado Springs, 
and Pike’s Peak. 

The land-cruise train, built especially for 
luxe rail tours, has been chartered 
Jay Collver, Cleveland, transport 
part the Ohio the convention. 
Leaving Cleveland September 12, the 
party will gone until October 
route, the special will stop Yellowstone 
Park for four days and will visit Spokane, 
Mt. Rainier National Park, Vancouver, Vic- 
toria, Seattle, Portland, Shasta Springs, 
San Francisco, Yosemite National Park, the 
Mariposa Grove and San Diego, arriving 
return trip will the way Riverside, 
the Grand Canyon and Albuquerque. The 
party will reach Cleveland 3:55 
October 13. 

bankers’ special may 
run but the details the tour have not 
been made available this writing. 

The Michigan special, consisting sev- 


eral cars, expected join the “Falltonic” 
Chicago. 


Cruises Convention 


HREE special combined water-and-rail 

tours the convention 
planned for those who desire see the 
sights Havana and inspect the Panama 
Canal the westbound trip and return 
overland rail. The Panama-Pacific liner 
Finland, which formerly operated the 
transatlantic service the International 
Mercantile Marine Company, sails from 
The Finland will call Havana, Cristobal, 
Balboa and San Diego, permitting her pas- 
sengers reach Los Angeles early the 
afternoon October 

The return trip made overland, 
the party leaving after luncheon 
ber Stop-overs are made River- 
side and the Grand Canyon, the arrival 
New York being scheduled 9:40 
October 14. 

The Panama Mail liner Columbia sails 
from New York August 26. The ship 
touches Colombia, Nicaragua, Salvador, 
Guatemala and Mexico, arriving advance 
the opening the convention. The 
cruise more leisurely than the others. 
Under the company’s water and rail plan, 
the return may made any direct rail 
route overland with stopovers where de- 
sired. 

The round-the-world liner President Har- 
rison, flying the Dollar Steamship Line flag, 
scheduled sail September 16. Her 
passengers are due arrive the conven- 
tion city o’clock the morning 
October 


Return Special 


those who desire see the Pacific 

Northwest and the Canadian Rockies, 
after the convention, arrangements have been 
made run the Northwestern Bankers’ 
Special. leaves Los Angeles o’clock 
the evening October and its itin- 
erary provides for stopovers San Fran- 
cisco, Portland, Kelso, Tacoma, Seattle, 


-Victoria, C., Bozeman, Minneapolis and 


St. Paul before reaching Chicago Octo- 


Excursion Rates Force 


convention will held time 

when summer excursion rates will 
effect from all sections the country, ex- 
cept from the nine western states Ari- 
zona, California, Idaho, Montana, Nevada, 
New Mexico, Oregon, Utah and Washing- 
ton, well Paso, Tex. The excur- 
sion tickets must purchased before 
September and are good return 
the original starting point October 31. 
round-trip ticket from Chicago Los 
Angeles costs $90.30 and the fares chatged 
for round trips from other points are: 
Kansas City, Mo., $75.60; Memphis, $89.40; 
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International Acceptance Bank, Inc. 
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All these bonds have been sold. 


$30,000,000 
United Steel Works Corporation 


(VEREINIGTE STAHLWERKE AKTIENGESELLSCHAFT) 


25-Year 62% Sinking Fund Martgage Gold Bonds, Series 


With Non-detachable Stock Purchase Warrants 


dated June 1926 Due June 1951 


Interest payable June 1 and December 1. Principal and interest payable in New York at the office of Dillon, Read & Co., in United States gold coin of 
the present standard. Bondholders may, at their option, collect principal and interest in London at the office of J. Henry Schroder & Co in Pounds 
Sterling at the buying rate for sight exchange on New York on the date af presentation for collection. Coupon bonds in denomination of $1,000, regis- 
terable as to principal only. Callable as a whole, or in part by lot, on any interest date, after thirty days’ notice, at the following prices and accrued 
interest: to and including June 1, 1931, at 105; thereafter to and including June 1, 1936, at 103; thereafter to and incldding June 1, 1341, at 101; there- 


after prior to matur'ty at 100. The National City Bank of New York, American Trustee. Darmstaedter und Nationalbank Kommanditgeselischaft 
auf Aktien, German Trustee. 


Principal and interest payable, to others than citizens and residents of Germany, without 
deduction for any taxes, past, present or future, levied by German Governmental authorities. 


The corporation agrees provide sinking fund sufficient retire the entire issueof Series bonds 
maturity, semi-annual call lot (first redemption December 100 and interest, 
the annual rate $600,000 and including December 1938, and $1,800,000 thereafter maturity. 


From letter us, Carl Rabes, Dr. Oskar Sempell, Managing Directors United Steel orks 


United Steel Works Corporation, which has contracted to acquire the principal fixed assets (except certain coal properties), 
the good-will and businesses four leading coal, iron and steel concerns Germany, viz., Rheinelbe Union, Thyssen, Phoenix 
and Rheinstahl, will be the largest industrial unit in Europe and one of the largest manufacturers of iron and steel in the world, 
ranking productive capacity second only United States Steel Corporation. Its coal properties will among the largest 
in the world, with respect to reserves and present productive capacity. United Steel Works Corporation has operated these 
properties since May 1926, and present producing approximately 40% the entire German steel production and 
employs about 164,000 persons. 3ECURITY 


These Series bonds, limited $30,000,000, will the direct obligation the corporation, secured, the opinion counsel, 
mortgage fixed assets valued Brassert, American consulting engineer, $537,671,800 real estate 
and coal reserves), subject to about $70,600,000 of underlying obligations, including approximately $29,400,000 obligations 
under the Dawes Plan based on existing assessments. Against the properties presently to be mortgaged there may be issued 
(ranking equally with Series A bonds) a total of $105,000,000 of bonds, including the $30,000,000 Series A bonds, the equiva 

lent of about $30,000,000 of bonds proposed to be presently issued abroad, payable in foreign currency, and $41,180,000 of 
bonds reserved refund underlying obligations. The valuation $537,671,800 equals about times the sum all underlying 
obligations (including existing obligations under the Dawes Plan), these $30,000,000 Series A bonds and all other bonds ranking 


equally therewith (except bonds reserved to refund underlying obligations) issuable against the properties presently to be 
mortgaged 


The pro forma opening balance sheet of United Steel Works Corporation, as of April 1, 1926, as certified by Messrs. Price, 
Waterhouse & Co., adjusted to give effect to the issue and sale of the $30,000,000 Series A bonds and application of proceeds, 
shows current assets of $86,799,087, including over $22,000,000 of cash, and current liabilities of $16,629,504,—a current ratio 
more than five one. ESTIMATED EARNINGS 


United Steel Works Corporation not acquiring all the properties each the vendor companies and the operation 
the properties being completely reorganized and unified, past earnings the vendor companies while separately operated 
are not fairly indicative the present earning power the corporation. Mr. Brassert estimates that under the changed basis 
of operation net earnings of United Steel Works Corporation after depreciation, depletion and all other charges except interest, 
payments under the Dawes Plan and profits taxes, for the five years 1927 to 1931 inclusive, will average $28,311,358 per 
annum, or more than 3 times the sum of the annual interest charges on these $30,000,000 Series A bonds, on the bonds 
(about $30,000,000) proposed to be presently issued abroad, on existing underlying liens and estimated maximum annual 
payments under the Dawes Plan. This estimate makes no allowance for benefits expected to accrue to the German iron and 
steel industry upon stabilization of French and Belgian currencies, which Mr. Brassert believes will increase estimated earn- 
ings approximately INDENTURE PROVISIONS 


Bonds in addition to the above $105,000,000 principal amount and ranking equally therewith, may be issued in series up to 34 

of cost or fair value, whichever is less, of additional fixed assets to be mortgaged, subject to indenture restrictions as to earn- 

ings and otherwise; bonds the several series may differ maturity dates, interest rates, redemption, sinking fund, 

provisions for payment principal and interest different currencies and such other respects may provided 

the indenture; certain provisions the indenture may changed vote 85% bonds then outstanding; all may 
re. 

more fully stated and defined the indenture. 

The proceeds from the sale Series bonds will used for the completion construction process, for additional working 

capital and other corporate purposes. 

Each Series A bond will carry a non-detachable warrant, entitling the holder, on or before July 1, 1929, to purchase one 

share (par value 1,000 Reichsmarks) of common stock of United Steel Works Corporation for $297.50, viz., 125% of par. 

Detached warrants will be issued in exchange for unexcercised warrants attached to Series A bonds redeemed on or before 

June expected that the common stock will shortly listed the Berlin Stock Exchange. 


These Series A bonds with warrants are listed on the Boston Stock Exchange and the cor- 
poration has agreed to make application to list them on the New York Stock Exchange. 


Conversions of German into United States currency at par of exchange (one Reichsmark equals 23.8 cents). 


The statements quoted above, based in part upon cable and radio communication, have been 
accepted by us as accurate but are in no event to be construed as representations by us. 


bond: delivery if, when and as issued and accepted by us, subject to the approval of legal matters by our counsel. It isexpected 
bey hom ppt ps , phe July 8, 1926, in the form of temporary bonds of the corporation or interim receipts of Dillon, Read & Co. 


Price and Interest. Yield over 6.80% 


The above is subject to a circular, containing further 
information, which may be obtained upon request. 


Dillon, Read Co. 


When writing advertisers please mention the American Bankers Association Journal 


Henry Schroder Banking Corporation 
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the Members the 
American Bankers Association 


RE: SERVICES AND 


LIST 
PRESENT ADVERTISERS 


(Other than Banks) 


AMERICAN ARMOUR 

AMERICAN EXPRESS 

AMERICAN CREDIT INDEMNITY 
AMERICAN FOUNDERS TRUST 

ARNOLD CO. 

ATWATER KENT 

AUTOPOINT CO. 

BANKERS TRUST CO. Cheques) 
BECKER CO. 

BELL TELEPHONE SECURITIES 
BROWN BROTHERS 

BURROUGHS ADDING MACHINE Co. 


BUTTE ELECTRIC MANUFACTURING CO. 


CALDWELL CO. 

CANADIAN PACIFIC RAILWAY 
CATERPILLAR TRACTOR CO. 
COLUMBIA GAS ELECTRIC 
CONSOLIDATED EXPANDED METAL CO’S. 
DALTON ADDING MACHINE 
DILLON READ CO. 

HENRY DOHERTY CO. 

DOWNEY CO. 

EAGLE ENVELOPE Co. 
EDUCATIONAL THRIFT SERVICE INC. 
FINNELL SYSTEM 

FLEXLUME CORPORATION 

FRANK TOURS 

GENERAL MOTORS ACCEPTANCE CORP. 
GORHAM COMPANY 

GRANT BUSHNELL CO. 

GUTTAG BROTHERS 

HALSEY STUART CO. 
CO. 

HANCHETT BOND CO. 

HEDMAN MFG. CO. 

HOLMES ELECTRIC PROTECTIVE 
HOLTZER CABOT ELECTRIC CO. 
INDUSTRIAL ACCEPTANCE CORP. 
IRVING-PITT MFG. CO. 

KALAMAZOO LOOSE LEAF BINDER CO. 
KARDEX RAND 

MONTE SON 

LAMSON CO. 

LOS ANGELES CLEARING HOUSE 

STANLEY MILLER, INC. 

MOSLER SAFE CO. 

NATIONAL CITY CO. 

NATIONAL SURETY CO. 

PANAMA PACIFIC LINE 

PANAMA MAIL STEAMSHIP CO. 
REMINGTON TYPEWRITER CO. 
RONALD PRESS 

SAFE GUARD CHECK WRITER CO. 
SWIFT COMPANY 

TELAUTOGRAPH CORP. 

UNITED HOTELS CO. AMERICA 
FIDELITY GUARANTY CO. 
WESTERN VENETIAN BLIND CO. 
YALE TOWNE MFG. CO. 

YAWMAN ERBE 


DVERTISING by-product publishing. Com- 
mon sense demands the utilization the by-product 
every line human endeavor. firmly this 
idea fixed everyone’s mind that periodical with- 

out advertising not quite satisfactory the reader. 
wants his business opportunity offered with his literary repast. 


the case the American Bankers Association Journal, 
advertising also economical service for business houses 
able render service offer some meritorious com- 
modity machine bank. 


economical because through the use the American 
Bankers Association Journal corporation may send its mes- 
sage offer service 22,000 banks, and 100,000 bank 
officers for mere fraction what would even cost for the 
postage circular letter. 


Advertising the Journal convenience the banker. 
brings his notice articles and services that should 
know about. helps him form conclusions and opinions 
without taking the time necessary interview many salesmen. 


The Journal does not take all the advertising that offered 
but only that which think considerable number 
bankers would interested and only that which both 
the offering and the firm corporation making the offering 
will stand investigation. 


Investigation precedes the acceptance every advertise- 
ment offered. When, therefore, advertisement appears 
the Journal there reason known why not 
fair offering for the banker. 


feel, therefore, that the advertisement something 
helpful the banker banker interesting and meri- 
torious him his personal and private capacity. Were 
otherwise would not accept the advertisement. the 
left list present advertisers (other than banks) desirous 
reaching the bank market. They have been able come 
through the gateway our requirements. 


Bankers need have hesitancy answering direct and 
using the bank stationery answering advertisements which 
appear the Journal for the advertisers are selected adver- 
tisers and accustomed deal with banks, and will mutu- 
ally advantageous responding advertising the banker 
will frankly state that saw the advertisement the Journal. 


For the banker that statement bespeaks preferential 
treatment; for the advertiser guiding evidence the 
wise spending his appropriation for advertising; for 
both parties evidence that the Journal giving them 


service. 


Advertisers the American Bankers Association Journal have messages 


which the Journal believes are 


interest all members. 


When writing advertisers please mention the American Bankers Association Journal 


July, 
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Eight Specials 
(Continued from page 38) 


Minneapolis, $91.90; New Orleans, $89.40; 
Omaha, $75.60; St. Louis, $85.60; Cleve- 
land, $109.95; Cincinnati, $105.45; Toledo, 
$103.78; Atlanta, $111.10; Richmond, $134.75, 
and New York, $142.62. 

Individual carriers have authorized rate 
one and one-half fare for the round trip 
the identification certificate plan from 
the nine states, where the excursion rates 
not apply. This will enable those from 
this territory who desire attend the con- 
vention get reduced rail fares. The dates 
sale California are from October 1-6, 
inclusive, with October the return 
limit. For Nevada, Oregon and Utah, the 
dates sale are from September 30-Octo- 
ber and the return limit October 11. 
The dates sale for Idaho, Montana and 
Washington are September 29-October 
with October the return 
limit. For Arizona and New Mexico and 
Paso, Tex., tickets may bought 
October 1-5, with October the return 
limit. 

The reduction fares the territory 
which the identification certificates are 
used will apply only members and 
dependent members their families. Mem- 
bers located this special territory will 
receive from the American Bankers Asso- 
ciation headquarters due time certificates 
identification that they may take ad- 
vantage this rate. 

Assurances have been given that there 
will increase the hotel rates 
Los Angeles. facilitate the work 
the Hotel Committee, delegates and guests 
contemplating attending the convention are 
urged make early application for accom- 
modations. all members there was for- 
warded information relating the hotels, 
with reservation blanks. 
Ramboz, the Merchants National Bank, 
Chairman the Hotel Committee the 


For Details Write 


particulars the various special 


trains and tours, which have been de- 
scribed, suggested that inquiries 
made follows: 


_ New York Central Lines: A. E. Brainerd, as- 
sistant general passenger agent, 466 Lexington 
Avenue, New York City. 

senger representative, 390 Seventh Avenue, New 
York City. 

Chicago Special—the Falltonic: 
banker in Chicago. 

New Orleans Bankers’ Special: Monroe, 
general Southern Pacific Lines, 
New Orleans, or C. deB. Claiborne, vice president, 
Whitney-Central National Bank, New Orleans. 

Ohio Bankers Association Special: S. A. 
Roach, secretary, 305 Huntington Bank Building, 
Columbus. 

D. Jay Collver tour: The Collver-Miller Com- 
pany, 2051 East Ninth Street, Clevel —. 

Michigan Special: Mrs. Brown, secre- 
tary, Michigan Bankers Association, Ford Build- 
ing, 

SS. Finland: Panama Pacific Line, Mal- 
colm, tour director. 1 Broadway, New York City. 

SS. Columbia: Panama Mail Steamship Com- 
pany, Hanover Square, New York City. 

SS. President Harrison: Dollar Steamship Line, 
15 Moore Street, New York City. 


Any bank 


Move for Repeal 


EPEAL the Federal estate tax 


the next session Congress will 
sought the Special Committee Taxa- 
tion the Trust Company Division. 


Standardize Forms 


standardize the forms used 
corporate fiduciaries and insurance 
companies the development the life 
insurance trust are being perfected the 
Committee Insurance Trusts the Trust 
Company Division. the first step, the 
committee will prepare memorandum 
covering the forms. This will submitted 
the insurance underwriters for criticism 
and suggested revisions. Out the ex- 
changes hoped evolve standard forms 
that will simplify and expedite the work. 

The decision follow this course grew 
out recent conference New York 
between the representatives life under- 
writers and trust companies. this session 
was disclosed that there was need for 
more uniformity. 
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SEEKING NEW BUSINESS 
OUR RECORD 


The Chemical Policy 
seek growth its deposits 
aiding legitimate growth 
among its depositors. 


WANT YOUR ACCOUNT ORDER 
CONTRIBUTE ITS GROWTH. 


BANK 


NEW YORK 


B’WAY CHAMBERS, FACING CITY HALL 
FIFTH AVENUE TWENTY-NINTH STREET 
MADISON AVENUEat FORTY-SIXTH STREET 


Convention Calendar 


DATE 
July 15-17 


Sept. 


Sept. 10-11 


Sept. 15-16 
Sept. 21-22 


Oct. 22-23 
Oct. 22-23 


July 13-16 


Sept. 20-23 


Oct. 
Dec. 


4-7 


STATE 

ASSOCIATION PLACE 

Montana Butte 
Delaware Rehoboth 
Wyoming Sheridan 
Kentucky Louisville 
Indiana Lafayette 
New Mexico Roswell 
Arizona Nogales 


American Institute Bank- 
ing Convention Dallas, Tex. 
Financial Advertisers’ Con- 
vention Detroit, Mich. 


Convention 

Los Angeles, Cal. 
Mid-Continent Fiduciary 
Omaha, Neb. 


Conference 
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Community 
Confidence 


OTHING will break 


commun- 
ity’s confidence 
bank more quickly than 
loss suffered individ- 
ual safe deposit box 
renters. 


Even banking in- 
stitution relieved 
court 
sponsibility for 
holder’s loss, what the 
feeling the individual 
who has lost his valu- 
ables? 


Safe Deposit Box 
Insurance 
Business Insurance 


United States Fidelity 
and Guaranty 
Company 


Baltimore Maryland 


branch agency every city 


Condition Business 
(Continued from page 36) 


Prices have been working lower levels 
for three years successively production 
has been raised. 

1923 the crop was 10,140,000 bales, 
from which increased 13,630,000 
1924, while the prices spot deliveries 
the New York Cotton Exchange declined 
from average 34.18 cents January, 
1924, 23.85 cents December, 1924, and 
averaged 28.67 cents for the year. 1925 
the crop was the largest history, the final 
ginning report just published showing 16,- 
085,905 bales, and during that year the 
price continued its decline, from 23.98 cents 
January, 1925, 20.06 December and 
averaged 23.45 cents for the year. 
during 1926 every month has registered 
further decline; sales are now below 
cents, and some authorities have predicted 
still lower prices. 

Altogether, appears this date that 
the income the western 
farmers will fall considerably below that 
1925 unless prices agricultural products 
improve materially, the volume crops 
increases, both. 


The Haugen Bill 


Haugen farm relief bill any other 
measures providing for artificial price fix- 
ing the government seems reflect 
clarification the understanding the 
“farmers problem” the public generally. 
When any part agriculture out 
balance, can brought back normal 
much quicker allowing economic condi- 
tions have free play than attempting 
relief through The low corn 
prices are caused oversupply the 
grain and undersupply hogs. The 
low price cotton caused abnormally 
large crops and somewhat 
ings the textile industry. the situa- 


tion let alone, will naturally work its 
own remedy; the low prices will tend 
decrease production the one hand and 
encourage consumption the other 

If, however, the government were required 
purchase the surplus farm products 
higher than the prevailing market prices, 
would only stimulate further planting and 
thus throw the situation out balance still 
further. Moreover, the international com. 
plications that would inevitably arise from 
our dumping surplus products into other 
countries prices below the level estab- 
lished world trade are serious con- 
template. What would the advocates 
these schemes say the Canadian Govern- 
ment, for example, bought that coun- 
try’s surplus wheat and shipped into the 
United States sold for whatever 
would bring, regardless the competition 
with western farmers? The policy the 
United States Shipping Board 
ing boats the high seas when there 
already ample tonnage private hands, has 
kept the shipping business depressed 
state for several years, that all concerned, 
including our Shipping Board, have had un- 
satisfactory earnings, none all. 

The wheat situation and the contrasting 
high prices now prevailing 
same principle, but work different di- 
rection. this case the short crops com- 
bined with sustained demand have caused 
premium placed production and 
deterrent consumption, which will, 
course, tend right the balance again 
only left alone. 


Government Debt Reduction 


outstanding event the money mar- 

ket during June was the announcement 
Secretary the Treasury Mellon that 
the customary issue new securities 
connection with the quarterly fiscal opera- 
tions would not take place. This 
first time since the war that the Treas- 
ury has been position handle the 
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transaction this manner, and marks 
milestone our recent financial history. 

June there matured approximately 
$333,500,000 short dated certificates which 
were all retired from current income tax re- 
ceipts, the payment $77,783,127 ten for- 
eign nations account war indebtedness 
and the general cash funds the Treas- 
ury. Heretofore the volume 
payments and public debt retirements fall- 
ing due the regular tax dates has in- 
variably exceeded the tax returns, that, 
while there has been continuous reduction 
the total debt, has never been possible 
fully care for all obligations falling due 
without some additional financing. 

Due the general prosperity 1925, 
the tax returns this year have been con- 
siderably higher than was anticipated, and 
large receipts have also come from the 
collection back taxes and 
toms, which are running record rate. 

The omission this new financing, which 
was entirely unexpected the part bank- 
ers generally, calls attention the strong 
condition the Treasury and the remark- 
able progress that has been made the 
program public debt reduction. Following 
tabulation the interest-bearing debt 
the United States June 30, the 
ending the government’s fiscal year, from 
1919 down May 31, 1926, showing the 
reductions accomplished each year. 


Interest Bearing Debt the United States 


000 omitted 

June Principal Reductions 
1919 $25,234,496 
1920 24,061,095 $1,173,401 
1921 23,737,352 323,743 
1922 22,711,036 1,026,316 
1923 22,007,591 703,445 
1924 20,981,586 1,026,005 
1925 770,680 
1926* 19,803,385 407,521 

$5,431,111 


*11 months ended May 31. 


might noted that the peak the 
interest-bearing debt occurred Oct. 31, 
1919, when reached $25,970,000,000, that 
the aggregate reduction $5,431,000,000 
shown the table, there should added 
$736,000,000, making grand total $6,167,- 
000,000 reduction date, and not including 
the June transactions. This represents 
per cent cut from the high point. 

the accompanying diagram the pub- 
lic debt there given also the course 
the “short term debt,” consisting Treas- 
ury Notes, Certificates Indebtedness, War 
Savings Stamps, etc., maturing within five 
years. From this will observed that 
large part the total reduction that has 
been effected has taken place the short 
term debt, which has been either funded 
into longer term securities retired alto- 
gether. 

1919, per cent the total debt, 
nearly $10,000,000,000, was short term 
maturities, and the Treasury was faced with 
most difficult task, considering the gen- 
eral world disorganization prevailing after 
the war ended. The skillful handling this 
huge volume indebtedness, its refunding 
whenever money conditions were favorable, 
and the reduction the annual interest 
charge over $200,000,000 give eloquent 
testimony the genius the banker 
who has directed the financial affairs 
the government during these years. 


Now the time plan 
that 


here the way 
insure your comfort 
and enjoyment 


where 


AMERICA 


joys touring are richly United Hotels Your Home the 

enhanced when you are sure Broad Highway. 
solid comfort the end the day’s 
journey. tiled bathroom; choice 
food well cooked, well served and best 
all, luxurious box spring mattress 
—what difference these make 
one’s scheme things! 

There simple way insure 
these prime conveniences this sum- All the things that with fine 
mer. Plan your itinerary that standard living await you United 
will reach one the cities listed here Hotels. Let them play part your 
rest points your trip. Make the vacation plans. 


The United Hotels are famous for 
their warmth hospitality. You will 
find the same friendliness, the same 
for the guest’s comfort, 
which you observe—and require—in 
your own home. 


The United System 


ew Yor ity, N. Y. ochester, N. Y. renton, N. J. 
*The Benjamin Franklin The Niagara The Penn-Harris 
he Bancroft , . ing Edwar 
Worcester, Mass. Toronto, Canada 
any, N.Y. The D t amilton, Canada 
The tie, Flint, Michigan Canada 
The Rochester The Alexander Hamilton The Admiral Beatty 
Rochester, N. Y. Paterson, N. J. Saint John, N. B. 


*Your headquarters during the Sesqui-Centennial. 


COMPANY AMERICA 


Executive Offices: 25 West 45th St., New York 


Affiliated AMERICAN Hotets Corporation, Operating Modern Hotels in Intermediate Cities 
U. N. I. T. I. Operating System of Famous old world Hotels 


Reservations may be made at any United or American 
hotel for any other hotel in this System. 


European headquarters, United Hotels Travel Bureau, 
7 St. James's Street, London, S. W. 1, England; 6 Rue 
Caumartin, Paris, France. 
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Federal Home Mortgage Company 

First Mortgage 

Collateral 
Gold Bonds 


Universal 


Empire Trust City, Trustee 
Guaranteed the National Surety Company 


The characteristics that render these Bonds 
eligible for the investment deposit and 
trust funds National, State and Savings 
Banks make them equally attractive trus- 
tees, institutions and individual investors. 
These characteristics may briefly sum- 
marized follows: 


Assured Safety assured Ist, 
carefully 
Safety Mortgages; 2nd, the 


resources the Federal Home Mortgage 
Company; 3rd, the National Surety 
Company, the largest Surety Company 
the world, which guarantees, endorse- 
ment each Bond, the principal and in- 
terest. 


The income from Federal 
Steady Home Mortgage Company 
Income Bonds steady and contin- 


uous from date issue maturity. Cou- 
pons for semi-annual interest may col- 
lected through any Bank Trust Com- 
pany they become due. 


Relatively ceded that Federal 
High Return Mortgage 


Company Bonds return higher rate in- 
come than can obtained from 
other forms investment that afford equal 
security. 

Issued in coupon form in denominations of $500 and 
$1,000 in maturities of five, ten and fifteen years, and 


distributed to investors through the following established 
Banks and Investment Houses to whom inquiries should 


be sent: 
GRAND RAPIDS NATIONAL BANK 
Grand Rapids, Michigan 
PORTER, ERSWELL& CO. MURPHEY, FAVRE & CO. 
216 Middle Street Spokane—Port]and—Seattle 
R. W. EVANS & CO. 


ne 
W. H. STOUT & COM- 7 Wall St., New York City 
NY 224 Fourth Avenue 
7 St. Paul Street : Pittsburgh, Pa. 
Baltimore, Maryland PALMER BOND & 
HAYDEN, VAN ATTER MTGE. CO. 
Walker Bank Building 


& CO. 
Buhl Building Salt Lake City, Utah 
Detroit, Mich. R. H. ARNOLD CO. 
120 Broadway 
New York City 


c. THE MICHIGAN TRUST 
SMITH, HULL & CO., INC. COMPANY 
Minneapolis, Minn. Grand Rapids, Mich. 
GEO. L. SIMPSON & CO. 
American Fxchange Bank 
Building, Dallas, Texas 


Inquiries from banks and dealers invited 
CO. 
Established 1895 
Fiscal Agents 


1010 Vermont Avenue 
Washington, D. 


120 Broadway New York City 


the annual business meeting the 
government, held June 21, General 
Lord, Director the Bureau the 
Budget, reported the details how during 
the four years since budget control was 
adopted over $1,379,331,336 has been saved 
the taxpayers and applied debt reduction, 
while the same time taxes have been 
substantially lowered. The 1926 revenue act 
decreased income taxes for all classifica- 
tions, raised the legal exemptions, and re- 
lieved some 2,000,000 people from paying 
any direct tax whatever. The per capita 
Federal tax the United States has been 
reduced during the last five years from 
$54.14 $27.28, and this does not take 
into consideration this year’s new cuts. 


Further Tax Reductions? 


further tax reductions, the Budget 
Director gave little encouragement for 
the near future and stated that the esti- 
mates for receipts and expenditures during 
1927 and 1928 showed only narrow margin 
surplus. While the Administration has 
pledged itself adhere its economic pol- 
icy, the annual requirements the regular 
departments the government cannot prop- 
erly forced below certain minimum, and 
may rather expected increase from 
year year along with the normal growth 
population and business. Then each year 
substantial sum must applied the 
public debt service required law. 
Some people are already talking about fur- 
ther tax cuts, and pointing the large tax 
returns 1926 demonstrating the truth 
the principle that lower tax rates stimu- 
late business and actually yield larger re- 
turns the aggregate. Nevertheless, 
would certainly seem the part prudence 
defer premature any considerations 
further tax revision until time has given 
opportunity study the effects the 
new revenue act, and see whether the 
record profits last year can repeated 
indefinitely. 


Money and Banking 


money market has continued easy 
throughout the first six months 1926, 
and although rates have ruled 
higher than during last year, there has 
been all times ample supply funds 
for commercial purposes and for the securi- 
ties markets. Banks still hold large amounts 
investments, which they could sell when- 
ever becomes necessary. 

When the announcement was made 
the Treasury that there would June 
financing, rates softened somewhat. The 
June transactions were effected with only 
slight stiffening, which was over day 
so. The July demand for interest and 
dividend payments becomes larger each year, 
but there reason why will not 
handled easily, after which rates should 
continue cheap. number 
are now showing signs slowing down 
somewhat, which partly seasonal, there 
little expectation higher rates until the 
fall demand for crop-moving develops. 

the end June the following rates 
are prevailing the New York market: 
Commercial paper, prime names per cent, 
other names per cent. Collateral loans, 
call per cent, time per cent. Prime 
bankers acceptances, per cent 
days, per cent 180 days, 
call loans against bills, per cent. The 
New York Federal Reserve Bank redis- 
count rate per cent, unchanged since 
April 23, 1926, when was reduced from 
per cent. eleven Federal Re- 
serve Banks have rate per cent, un- 
changed since 1925 prior. 


Bonds and New Financing 


bond market was active affair 
during the month June, the total 
new offerings was the largest for sev- 
eral months, and there was broad 
volume bond trading the Stock Ex- 
change. 


The prevailing easy money rates 


July, 1926 


referrec above have made the 
opportune time for the issue long term 
bonds, and numerous corporations have 
taken advantage the condition sell low- 
coupon securities replace outstanding is- 
sues that are approaching maturity that 
can called. 

The more important offerings during June 
included the following 


$60,000,000 Federal Land Bank, 4zs, due 1950, 
price 101, to yield 4 % per cent 
$40,000,000 Southern Calitornia Edison Co., Ref. 
mtge. due 1951, price 98%, 
yield 5.10 per cent 
$30,000,000 "United Steel Works Corp. of Ger. 
many, S.F. 6%s, due 1951, price 96, 
yield 6.80 per cent 
$25,000,000 United States of Brazil, Ext. S.F. 
642s, due 1957, price 90%, to yield 
7.25 per cent 
$15,000,000 Detroit Edison Co., Gen. ref. 5s, 
due 1955, price yield 4.90 
per cent 
$23,000,000 ) lls we California Electric Corp., Ist. 
tr. 5s, due 1956, price 95%, to yield 
5.30 per cent 
$15,000,000 Great Northern Railway Co., Gen, 
mtge. 4%s, due 1976, price 94, to 
yield 4.80 per cent 
$15,000,000 Co., Inc., Gtd. coll. tr. 
* 5M%s, due 1961, price 100, to yield 
5% per cent 
$15,000,000 — Service Corp. of N. J., Sec. 
5¥%s, due 1956, price 99, to yield 
5.57 per cent 
$12,500,000 gg mage Power & Light Co., Deb. 
6s, due 2025, price 95, yield 6.30 
per cent 
$12,000,000 Pacific Railway Co., Eq. tr. 
cfs, 4%s, due serially % to 12 
100.20 to 99.54, to yield 
4 to 4.55 per cent 
$10,000,000 Steel Corp., Sec. notes 
due 1929-32, prices 98.98 
100.69, to yield 5.20 per cent to 4.75 
cent 
$9,635,000 Ohio Power Co., Ist ref. 4%s, 
1956, price 93, yield 4.95 per 


$9,000,000 Stunt County: Power & Light 
Co., Ist 4%s, due 1956, price 94%, to 
yield 4.85 per cent 
$7,682,000 City of Buffalo, N. Y., Serial 4%s. 
due up to 1956, prices to yield 4.00 
per cent to 3.50 per. cent 
$7,500,000 oe nod of Quebec, Canada, S.F. 
4s, due 1956, price 9834, to yield 
60 per cent 
ge Co., Ist 5s, due 1956, price 95. 
yield 5.33 per cent 
$5,750,000 ‘Montgomery-Ward Properties Corp., 
be — due 1946, price 98%, to yield 
Der cent 
$5,000,000 Cities Service Co., Ref. deb. 6s, due 
1966, price 93%, to yield 6.45 per cent 
$5,000,000 Corp. Amer., S.F. 
1946, price 99, yield 6.08 


$5,000.000 Builders Building, 1st 6s, due 
serially 1941, prices yield 5.80 

o 6.05 per cent 
The large supply surplus funds going 
into the bond market has raised the prices 
the highest level for several years. Fol- 
lowing are the Wall Street Journal averages 
June 25, showing the advances from the 


1926 low: 
1926 Low Advance 


Ten high-grade rails.. 91.66 90.07 1.59 
Ten second-grade rails.. 94.74 91.79 2.95 
Ten public utilities.... 94.70 92.20 2.50 
Ten ...... 99.79 98.20 1.59 
Forty bonds combined.. 95.22 93.07 2.15 


The Stock Market 


stock market, which had been work- 

ing lower levels restricted vol- 
ume trading ever since the break last 
February, turned sharply upward around the 
first June and since then has advanced 
rapidly. Practically all groups indus- 
tries shared the recovery, although some 
advanced much more than others. The mo- 
tors, steels, oils and food products regained 
practically all the ground that had been lost 
earlier the year, while the metals, ma- 
chinery, utilities and merchandising groups 
regained approximately one-half. The least 
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increase was recorded the textile, leather, 
coal, sugar and rubber companies, reflecting 
the unsatisfactory outlook that still persists 
lines. 

There wide difference opinion 
the course stock market prices over 
the remainder the year. generally 
agreed that the decline last spring was some- 
what overdone and carried many prices be- 
low their true values, usually happens 
when bad break occurs. Furthermore, the 
apprehensions heard the beginning this 
year that 1926 business was due slump 
considerably compared with the record 1925 
have certainly not materialized. The de- 
cline general commodity prices did not re- 
sult any serious disturbance business 
any marked increase the number 
failures, and the recent firming 
prices pointed some forecasting 
revival expanding business and profits, 
since this condition usually accompanied 
slightly advancing prices. Those inclined 
the bull side call attention also the 
favorable money outlook and suggest that 
the expected curtailment the automo- 
bile industry, the slackening building op- 
erations, the cessation the Florida boom 
and the curb installment buying will all 
have the effect diverting the streams 
capital that have been flowing into these 
fields back the securities market, where 
will into bonds and stocks. The recent 
action the stock market, and the bond 
averages quoted above, indicate that this 
has taken place some extent. 


Inflation Ahead? 


HEN there always remains the possibil- 

ity eventual inflation the securities 
markets, causing such wave public 
buying and speculative enthusiasm will lit- 
erally carry the market away. 

the other side the picture the 
evidence that almost uniformly the industries 
the country are not expanding, but are 
contracting their operations this time, and 
that profits the second and third quar- 
ters the year will likely smaller than 
the first quarter. While the business sit- 
uation, speaking broad terms, undeni- 
ably sound, not without number 

The outlook the moment really quite 
confusing due many mixed factors. 
upward movement the present bull mar- 
ket take place, bankers who study the 
high level securities prices today, 
compared with two more years ago, must 
certainly consider the part wisdom 
exercise great discretion the making 
investments and keep careful watch 
collateral underlying loans. 


World Trade Expands 


international trade the world 
1925, indicated figures for nineteen 
countries, was more than per cent larger 
than 1924, according the Federal Re- 
trade exceeded $46,500,000. Germany had 
the largest increase any country. The 
United States enjoyed gain 11.4 per 
cent. 
Figures available for the early months 
1926 indicate shrinkage. 


Continental System 
Communication 


17,000 cities and towns 
the United States have 
banks. Through personal 
contact with 5000 banks 
this institution obtains 
for customers first-hand 
information from 3600 
banking centers, includ- 
ing every important city 


The CONTINENTAL and 
COMMERCIAL 


BANKS 


CHICAGO 


RESOURCES HALF BILLION—AND MORE 
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Ladies 


You’d Better Bring the 


Convention Los Angeles. 
COURSE, the bankers who come will attend the 


sessions and listen unusually excellent programme 
good speakers, with important topics; 


BUT, for the Ladies there will Reception, Tea and 
Fashion Show one afternoon; Lawn Party and Golf 
another afternoon; Spanish Barbecue and visits Motion 
Picture Studios (real “inside stuff”) another afternoon; Grand 
Ball the wonderful new Shrine Auditorium; and all-day 
trip Catalina, “the Magic Isle”. 


SPECIAL HOSPITALITY for Attending Bankers 
EVERYWHERE the Pacific Coast. 


LOS ANGELES, OCTOBER 4-7 
Low Railway, Rates— Increase Hotel Rates 


LOS ANGELES CLEARING 
HOUSE ASSOCIATION 


Los Angeles, California 


Safe-Guard 


the payee name. 
The SAFE-GUARD CHECK WRITER 


protects payee name, amount line, date 


and numerals. Send for Car 
Protection for Your 


Safe-Guard Check Writer Co. 


5-7 Beekman Street 


New York, 


Bank Women’s Convention 


fourth annual convention the 
Association Bank Women will held 
Los Angeles, Cal., Oct. meet- 
ings will scheduled for three days and 
arranged not conflict with the ses- 
sions the American Bankers Association, 
thus enabling the delegates take advan- 
tage the discussions the American 
Bankers Association. The residential head- 
quarters for the bank women will the 
Hayward Hotel, and the 
quarters, the Biltmore. 
tion committee chairmen are follows: 
Chairman General, Convention Commit- 
tee—Miss Grace Stoermer, director, 


Women’s Banking Department, Bank 
Italy, Los Angeles. 

Chairman, Program Committee—Mina 
Bruere, assistant secretary, Central 
Union Trust Company New York, 

Schoefel, secretary-assistant treas- 
urer, Plainfield Trust Co., Plainficld, 

Chairman Transportation—Miss Kath- 
erine Howard, director, Service Depart- 
ment, Empire City Savings Bank, New 
York. 

Publicity, New York City—Miss Anne 
Houghton, The Farmers’ Loan and Trust 


New 


Investment Advisor 
(Continued from page 


receive delivery bonds. Orders are, 
course, executed the bank’s name. 
Discretionary authority exercised the 
Investment Officer buying selling 
bonds again matter individual bank 
policy. general, the Investment Of- 
ficer’s work subject the direction 


executive officer committee each 


bank. 


Limit Eight Banks Start 


regards the possible development 

this arrangement the part other 

country banks, there.are certain limitations 
which should carefully considered. 

From the standpoint the Investment 
Officer’s work, advisable limit the 
number banks from six eight dur- 
ing the first year’s operation. Later will 
doubtless practical add this num- 
ety viewpoints and opinions group 
meetings, the number banks should not 
cut low interfere with this phase. 

order reduce the cost each bank, 
bond accounts. minimum $4,000,000 
might set limit. 


Charge for the Services 


(Continued from page 


checks cashed over the counter received 
deposit. 

Then equalize between the different 
classes accounts, allow and pay interest 
monthly stated rate, say per cent 
the minimum balances all accounts. 

The foregoing plan submitted for 
earnest consideration both bankers and 
the public equitable and feasible plan 
make banking prosperous possibility. 
Under this plan our charges for the services 
given through the operation our check- 
ing account department would far less 
than the fees charged our only com- 
petitors, and our patrons would also enjoy 
the additional advantages inherent check- 
ing accounts. 

said that, out the twenty-seven 
most prominent basic industries 
ness enterprises, banking were in- 
cluded, would stand the foot the 
list. recent analysis 26,000 firms and 
corporations 108 different lines, grouped 
under twenty-seven headings and including 
banking, shows that the average net profits 
the best concerns the whole group 
were per cent, while the average net 
profits the best commercial banks were 
only per cent. 

Are the bankers less able manage their 
business than those who are engaged 
other commercial enterprises? 
country bankers wake realize whither 
they are drifting; they must work out their 
own salvation, and soon, otherwise 
even the best them will find themselves 
the brink bankruptcy. 
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Responsibilities 
(Continued from page 12) 


not, the eye the law, hold the office 
all. such case the trust company 
miglit involved costly and disastrous 
litigation. The fact that cases this sort 
have not happened often does not give any 
warrant for expecting that they will not 
happen the future. therefore, think 
trust officers, least the beginning, ought 
have the attorneys for the bank examine 
into the regularity the order the court 
which the appointment made. 

will assume that the trust had valid 
beginning and that the trust company has 
been appointed trustee, the executor the 
guardian, what must done? 


Unsuitable Securities 


WILL not refer the obvious fact that 
the trust company must proceed take 
charge the assets confided and man- 
age them careful way, nor the fact 
that the trust company must promptly in- 
vest the cash hand some interest-bear- 


cient amount make practicable, thing 
which specifically directed Section 
2261 the Civil Code (Calif.), but think 
well point out that when the trustee 
finds the securities that came its posses- 
sion unsuitable for trust estate 
should take steps bring about change. 
There are some courts that hold that 
the assets turned over trustee are such 
that the trustee could not legally have pur- 
chased them for investment, re- 
quired within reasonable time change 
the investments such way make 
them conform the laws force regard 
trust investments. not aware that 
our California courts have taken this view 
but has been taken some courts and 
behooves our trust officers bear 
mind that will excuse for the trust 
company say, the event loss, that 
the unsafe investment came the be- 
ginning the trust and that did not 
believe was called upon dispose 
before had lost all its value. 

Sometimes bankers are more familiar 
with the Bank Act than with other statutes 
and are inclined think that when the 
Bank Act lays down rule upon subject 
that rule governs the case entirely. One 
might suppose Section 105 the Bank Act, 
which declares that trust assets shall 
invested accordance with the laws rela- 
tive the investments loans deposited 
with savings banks unless specified agree- 
ment the contrary made, mean that 
agreement made upon the subject, 
trust funds must invested securities 
legal for the investments savings banks, 
but agreement made and the party 
who creates the trust stipulates that the 
trust company not restricted investments 
legal for savings banks, then the trust com- 
pany may invest the trust funds any way 
which thinks proper. 


Meaning Doubt 


Supreme Court (Calif.) 
far aware, construed the 
meaning this section. Therefore, nobody 
state with authority what the section 
means, but seems clearly mean 


Bank Growth 
Not 
Accident 


Every banker knows that the 
progress his institution may ex- 
pect make depends upon 
Character and the degree 
Strength and Service the bank 
has offer. 


Every element these three 
essential factors which con- 
tributed the leadership 
The Philadelphia National Bank 
and The Girard National Bank 
separately has been retained 
the consolidated institution, the 
largest bank Pennsylvania. 


THE 


PHILADELPHIA-GIRARD 


NATIONAL BANK 


PHILADELPHIA, PA. 
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Protection 
For Your Customers’ 
Outstandings 


The president Minneapolis Bank writes: “The 
amount money which Manufacturer Merchant 
has invested outstandings throughout the course 
year often several times the amount the stock 
hand any time, consequently has his book 
accounts asset which great insurable value. 


“Considering the hazard which all times affects 


unsecured credit transactions, 


Credit Insurance 


should afford its policyholders security which will 


lessen their anxiety.” 


American Credit Insurance fully 
safeguards Manufacturer Jobbers’ book accounts 
against excessive losses which come without warning 
and the most unexpected places. 


Bankers, any question you may care ask about 
American Credit Insurance will gladly answered, 
and without any obligation upon your part. 


AMERICAN 


INDEMNITY Co. 


NEW YORK 


FADDEN, 


Offices All Leading Cities 
New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


that there nothing -in the trust agree- 
ment nothing any order court which 
states how the trust funds shall invested 
they may only invested way which 
savings bank may invest, but the trust 
agreement declares the trust company 
not restricted investments legal for sav- 
ings banks, that clause not enough 
give the trust company unrestricted power 
invest; the power invest trust funds 
still limited the general principles 
equity which govern the conduct trustees. 

Now, according those principles 
trustee generally not allowed purchase 
the stocks any corporation. not 
allowed buy its own name real estate 
stocks anything else. not allowed 


place the trust funds beyond its control 
way such would happen the trust 
company deposited the bonds the stocks 
with reorganization committee under the 
usual conditions that govern those bodies 
and consequently the trust company de- 
parts from the rules equity any 
those respects may make itself liable for 
the consequences, whatever they may be. 

think wise, therefore, cases where 


deemed desirable have the trust 


agreement specifically authorize the trustee 
invest stocks which the trustee thinks 
safe, take title property its own 
name and generally speaking have greater 
power control than courts equity al- 
lowed personal trustees. 


— 


One Absolute Rule 


HERE one rule law which 

lieve absolute regard the actions 
all trustees. The trust company can not 
purchase investments from the bank 
which part, even the investments 
are the highest order and even the 
securities are quoted the exchange 
bought the market price. 
made the case mortgage 
tion certificates, but that the only 
tion. Section simply that the 
bonds the trust department 
may transferred the savings depart- 
ment vice versa but does not mean that 
the bonds which belong the savings 
partment may transferred specific 
trust for particular person. 

ought not accept trust which 
either not practical very difficult 
execution. 

have heard cases which trust com- 
panies undertook trusts that subsequent 
events made them wish they 
undertaken. Sometimes 
could not have been foreseen but oftentimes 
the difficulties are apparent the face 
the paper which the trust created. 
must often appear obvious the officer 
trust company that trust companies are 
financial business concerns and are absolute- 
unfit act artists, nurses teachers. 
not think could expect make 
much success merchants, manufac- 
turers farmers. certainly unwise 
accept trust that requires the trustee 
determine matters which there 
definite standard. 


Impossible Execute 


not certain, both the objects 
the testator’s bounty and the subject 
the testator’s gift, void case re- 
cently arose California which testa- 
tor directed that under certain circumstances 
his estate should divided 
nephews and nieces make them 
all equally wealthy. That gift 
void the Superior Court, which was 
the opinion that with forty fifty nephews 
and nieces and grandnephews grand- 
nieces, scattered all over the country, 
would not practicable even court 
determine the wealth each one 
divide the testator’s estate among them 
make them all equally wealthy. 

There have been cases which testators 
have directed that gift made the 
“most deserving” certain specified rela- 
tives, that legacy given daughter 
case she did not marry anyone beneath 
her station. short, have arisen 
which was obvious that carry out the 
testator’s wishes wouid depend ultimately 
merely questions opinion. trusts 
accept trust which will called 
upon determine questions good con- 
duct, religion, refined tastes, cor- 
rect social etiquette the like which 
carry out the trust the company would 
require the skill artist comply with 
the wishes trustor, certainly ought 
not burden ourselves with something 
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called upon carry out trust 
property small value scattered 
over great extent even 
property great value which requires 
special mercantile skill and ability handle 
the proper way, certainly ought 
not attempt it. Those are matters which 
trust company not fitted and 
ought not attempt. 


Let Conflict Arise 


beyond all that there some- 

thing which ought not lost sight 
of. The trust company should remember 
that trusts have their origin courts 
equity which the standard was the highest 
standard good conscience and that the 
obligations imposed upon trustee are far 
weightier than those imposed upon the usual 
business The its commercial 
and its savings departments, may act with 
its customers substantially the same man- 
ner merchant. They may deal arm’s 
length, but when the trust acts 
with its beneficiaries must conform 
loftier standard. There never should 
case which there even appears 
conflict between the beneficiary and 
the interest the trustee. the trustee 
permits such condition affairs arise 
may not only lose the just reward its 
work which under proper conditions 
would entitled, but may seriously affect 
its good name. 

The great magnitude the interests con- 
trolled trust companies, growing they 
are from year year, demand that nothing 
done any trust company arouse 
the animosity antipathy, not merely 
the beneficiaries the trust, but the 
public large. 

part trust company even the claim 
has justification, the press very apt 
give far greater publicity than 
would give hundred years careful, 
efficient and honest hard work. Under these 
circumstances ought not place such 
should even allow the appearance 
conflict interest between beneficiary 
and the trustee would uot only injure 
ourselves but every other trust company 
the state. attack made upon one trust 
company attack made upon all and 
hence none should even seem 
something which, when subjected 
closest scrutiny courts, 
could fail meet with anything but the 
highest approbation. 


Gloom Stuff 


(Continued from page 32) 


says that the period from January 
April 12, 1926, banking days, deposits 
Iowa state banks increased $9,400,000, while 
loans and discounts decreased $3,500,000. 
estimated that, with national bank re- 
ports added, the total deposit increase would 
over $10,000,000—and this the time 
when the most pessimistic reports that 
commonwealth’s situation were circula- 
tion. What was the use exalting the 
unfavorable factors and failing note the 
encouraging ones? 


National Bank Commerce 
New York 


Established 1839 


STATEMENT CONDITION, APRIL 12, 1926 


RESOURCES 


Loans and Discounts $295,690,032.40 

Overdrafts, secured 
and unsecured .... 

United States Se- 
curities 

Other Bonds and Se- 
curities 

Stock Federal Re- 
serve Bank 

Banking House 

Cash Vault and 
due from Federal 
Reserve Bank..... 


Due from Banks and 
Bankers 


Exchanges for Clear- 
ing House 


Cash Items 


Interest Accrued.... 


Customers’ Liability 
under Acceptances. 


$560,632,654.26 


1,785.60 
64,391,863.28 
10,123,194.11 

1,800,000.00 
4,000,000.00 
50,602,991.31 
8,177,034.83 
86,465,859.58 


other 
3,185,680.14 


1,548,653.93 


CHAIRMAN THE BOARD 
JAMES ALEXANDER 


LIABILITIES 
Capital Paid $25,000,000.00 


Surplus 35,000,000.00 


Undivided 


Dividends unpaid... 39,345.50 


Deposits 


Bills Payable....... 


Reserved for Inter- 
est, Taxes and 
other Purposes... 


6,120,177.58 


Unearned Discount. 1,285,098.82 


Acceptances executed 
for Customers ... 


36,192,095.87 


Acceptances sold with 


our 


$560,632,654.26 


PRESIDENT 
STEVENSON WARD 


VICE-PRESIDENTS 


J. HOWARD ARDREY 
THOMAS W. BOWERS 
EMANUEL C. GERSTEN 


ELMORE F. HIGGINS 
ROY H. PASSMORE 


JOHN E. ROVENSKY 
FARIS R. RUSSELL 
HENRY C. STEVENS 


SECOND VICE-PRESIDENTS 


EUGENE M. PRENTICE 
EDWARD H. RAWLS 


CASHIER 
JULIUS PAUL 


EVERETT RISLEY 
JOHN WALKER, JR. 


AUDITOR 
PAUL HOLMES 


FOREIGN DEPARTMENT 


VICE-PRESIDENTS 


HARRY P. BARRAND 
JOSEPH A. BRODERICK 


SECOND VICE-PRESIDENT 
FRANZ MEYER 


TRUST DEPARTMENT 


VICE-PRES/IDENT 
AND TRUST OFFICER 


C. ALISON SCULLY 


ASSISTANT TRUST OFFICERS 


BEVERLEY DUER 
MELVILLE W. TERRY 


DIRECTORS 


JAMES ALEXANDER 
JOHN DAVIS 
HENRY FOREST 
JOHN DORRANCE 
EDWARD DUFFIELD 


What Can You Expect? 


the pessimist busy with the 

banker alone. President Far- 
rell, the Kansas State Agricultural Col- 
lege, the other day gave voice protest 
against the constant detraction farming 
business. leaders and farm or- 
ganizations who have been seeing nothing 
but ruin and unfair dealings for farmers 


CHARLES DUNLAP 
ANGUS McDONALD 
GEORGE ROOSEVELT 
CHARLES SEGER 
JOHN SHEDD 


VALENTINE SNYDER 
HARRY THAYER 
JAMES TIMPSON 
STEVENSON WARD 
THOMAS WILLIAMS 


for years, and who talk and write nothing 
else,” said he, “have placed themselves 
the position now that the public discounts 
everything they say. can’t expect the 
young folks stay the farm every 
speech they hear, every article farming 
they read the newspapers and farm 
papers, paints the farmer’s situation hope- 
less and degraded beyond possibility help. 
Farm organizations are not going get the 
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STARTS WITH CLEAN FLOORS 


cleanliness and orderliness rendering serv- 


and Office Buildings should set example 


ice CLEAN FLOORS. Patrons and tenants 


cleanliness. 


cuspidors. 


ants, 


Way 


will respond quickly the silent influence perfect 


Clean Floors pay for themselves promoting clean 
habits. Clean corridors discourage the use corners 
Clean floors offices encourage clean 
habits the occupants, thereby minimizing the sweep- 
ing and picking up, giving the janitor more time 
render better and more complete service the ten- 


The FINNELL Electric Floor Machine first aid 
rendering service CLEAN FLOORS. scrubs 
large areas, including corridors, with ease, efficiency and 
economy. scrubs small spaces readily. waxes and 
polishes where required, maintaining hardwood lino- 
leum floors perfect state preservation and the 
pinnacle beauty. 


Write for booklet, “Your Questions 
Answered Address 


FINNELL SYSTEM, Inc. 
127 Collier Street 
Hannibal, Missouri 


District Offices Principal Cities 
Standard Bank Bidg., Ottawa, Ont., Canada. 


Floor Machine Headquarters for Twenty Yedre 


ELECTRIC FLOOR MACHINE 


farmer anywhere simply running down 
and painting black pictures the deplora- 
ble condition agriculture,” 

And that the truth. other industry 
earth subject the outpouring 
gloom over farmirg. The bank- 
ers have had difficulties—but you have not 
heard them declaring that banking poor 
business. Merchants the hundreds have 
failed the post-war era, and profits have 
been slim—but the merchants not grieve 
public. Neither these classes would 
allow politician run down its busi- 
ness. Farmers problems, but, 
just President Farrell says, expect 
young men farming, should 
point sometimes those who succeed—and 
they are legion—and not confine our re- 


marks those who fail and thus steadily 
undermine the basis for productive industry 
this country. 

For great portion the banks the 
country, the prosperity the rural states 
fundamental. That there marked im- 
provement compared with two years ago 
evident throughout the farm country. The 
recent census report just issued shows that 
states like Oklahoma, Iowa, Nebraska 
more than half the farms are entirely free 
anybody mention it? 


the 


the speculator—the one that took 

chance when the taking seemed good 

and yet has hanging over him debts and 
obligations—much his obligations has been 


refinanced. has either deeded over 
the mortgagee his encumbered farm, 
which assumed too great mortgage for 
his means, has made some agreement 
extend his time payment. Perhaps 
has borrowed the Federal Land Bank 
and has thirty-four years ahead before the 
notes have part been charged off may 
pay them sometime, may not—probably 
not. Such remain have been worked out 
with his banker, and starting anew 
with cooler judgment and determination 
exercise economy instead extravagance. 
realizes that his future depends more 
personal initiative, timely rains 
erly distributed sunshine than 
through the modern cheaper methods 
production, work out his own salvation, ac- 
cepting gratefully such legislation 
seriously toward betterment. single 
monwealth may unfortunate circum- 
stance, but that does not affect the resi- 
dents whcre skies have been kind. 

The farmer’s net cash income higher 
than has ever been peace time. Were 
not for the hang-over war days, 
would most satisfactory situation— 
would everybody else. agriculture 
becomes more diversified, any uniform con- 
dition depression less probable. New 
factors—transportation, rapidly being trans- 
formed locally the hard-surfaced road 
with bus and truck service, taxation, pre- 
ponderately local issue, and price levels 
for products, influenced world produc- 
tion—take the place sectional influences. 
Progress goes forward with 
ness cooperation, better marketing sys- 
tems and decreased cost production. The 
farmer becomes more completely business 
man, has broader vision his vocation, 
with steadily decreasing dependence spe- 
cial legislation, and more faith sound 
economic processes, and possesses firm 
faith the future the United States 
America. 

Pessimism expensive. costs money 
every interest that goes into the upbuild- 
unregulated optimist is, course, undesira- 
ble—he leads attitude mind that 
slights the essentials constructive prog- 
ress. But the gloom dispenser weakens the 
financial structure country destroy- 
ing confidence bringing 
Bankers are seldom afflicted with it—but 
they can help themselves and their commu- 
nity exerting their day day 
—with customers, with visitors, with every- 
body with whom they come contact—to 
bring about straight thinking, realization 
the good things that are happening and 
hopeful and sane view toward business 
affairs. 


The banker who declared that was 
“fed gloom stuff” had reason for his 
feeling—but and every other banker can 
much lessen the output discour- 
agement. for instance, could have ex- 
plained the editor the proper relation 
news stories. Complaining about will not 
help—but actual effort toward right pre- 
sentation conditions they are will give 
new tone the public sentiment. 
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Par Clearance Upheld 
Supreme Court 


THOMAS PATON, 
GENERAL COUNSEL 


Supreme Court the United 
States has finally decided the case 
Pascagoula National Bank Federal Re- 
serve Bank Atlanta declining 


review the judgment the Circuit Court 


Appeals upon writ certiorari. Formal 
order denying the petition for the writ was 
entered June written opinion was 
handed down. 

The case was before the Supreme Court 
last November upon appeal from the district 
court which denied four contentions the 
bank follows: (1) That national and 
other member banks have right im- 
mediate par credit instead deferred 
credit the Federal Reserve Bank for 
deposited checks and drafts drawn upon 
other members within the district; (2) that 
such member banks have right charge 
for remitting payment the Federal 
Reserve banks for checks drawn such 
banks when held the Reserve Bank for 
collection and not owner; (3) that the 
Federal Reserve Bank has right 
have collect any checks drawn its 
member banks which come the Reserve 
Bank from source outside its own dis- 
trict; (4) that the Federal Reserve Bank 
authorizes deprivation the right 
member bank charge for remitting 
payment the Federal Reserve Bank, such 
provision contrary the constitution. 

Last November the Supreme Court de- 
clined hear arguments the ground 
that the case was not properly before it, 
the appeal having been taken directly from 
the district court and the court ordered the 
case transferred the Circuit Court 
Appeals, Fifth Circuit. Since then the 
Circuit Court Appeals affirmed the 
judgment the district court and the order 
now entered denying the writ certiorari 
final disposition the case accord- 
ance with the findings the district court. 


(For history of this case, see Journal A.B.A., 
February, 1925, p. 515, and December, 1925, p. 
445.) 


New Books 


TODAY AND TOMORROW. Henry 
Ford collaboration with Samuel Crow- 
ther. Published Doubleday, Page 
Co., New York. 273 pages. $3.50. 


Henry Ford tells hows keeps prices 
down with wages up. The Detroit manu- 
facturer says that “The duty every man- 
ager industry encourage business 
making easy for people obtain what 
they need price they can afford,” and 
recites how has done this his vari- 
ous activities, from manufacturing auto- 


mobiles running The book 
has great deal substance it. 
Ford gives the details how. labor-saving 
devices were developed his plant, 
explanations how these improvements cut 
down costs are ingenuously simple and in- 
teresting. 


the man who says: 


bank cannot advertise” 


Here amazing new way that reaches only those you 
wish reach—that costs but few pennies year 


FTER all, what you expect from ad- 
vertising is Results, and if newspaper 
advertising is too costly for you, do not say 
that no advertising will bring you business. 
There is a new way, today adopted by 
leading banks all over the country, that 
focuses your “selling pressure” on just 
those men who influence accounts—that 
makes and holds good will for you—for 
your bank. that brings business 
next year as well as this, and for the years 
to come. 
This new way is the Autopoint Pencil— 
a 100% advertising medium for you if 
there ever was one. There is no waste 
when you advertise with Autopoint. Your 


ad goes to the man vou seek to reach, stays 
there indefinitely. 


It serves as a reminder 


Autopoint’s 
Exclusive Features 

1 Cannot “jam”’—protected by an 
exclusive patent. 

2 Bakelite barrel—onyx-like, light- 
weight material— cannot dent, 
split, tarnish or burn. 

But one simple moving part. Noth- 
ing complicated to go wrong. No 
repairs, bother. 


of the First National!” 


Bank 


FREE 


beautiful sample 
Autopoint Pencil 


See coupon belcw 


of your bank when all other businesses are 
out his mind. 


The “Balanced” Pencil—with Your Name 
on It 

We have overwhelming evidence to prove 

our statements—evidence supplied by the 

continual repeat orders of the greatest 

banks and firms America. 

The Autopoint Pencil is beautiful, 
utilitarian, durable. It never wears out, it 
cannot jam or break. The Autopoint has 
an established value, in the recipient’s 
mind, too. 

Autopoint the only pencil made 
Bakelite, the feather-light, Gibraltar-strong 
composition that comes in the widest range 
beautiful colors and effects. 

There are no screw threads to break, no 
doubtful mechanism to jam. In fact, Auto- 
point exclusively uses a “‘one-moving part” 
mechanism that is unqualifiedly guaranteed 
for the life the pencil. 


Send the Coupon Now—for Yours 
There is a grade of Autopoint for every use 
—a_size for every need. See them at any 
stationer’s. Executives of hanks are in- 
vited to mail the coupon NOW for attrac- 
tive Autopoint with their name stamped on 
it and interesting new literature and price 
lists. There’s no obligation. 

Learn NOW about this amazing new road 
to profits—-a way to advertise for many who 


detter Pencil 


Autopoint Company 
4619 Ravenswood Ave. 
Chicago, Illinois 


Clip the Coupon and 
Mail NOW! 


states his business philosophy 


epigrammatic style. times the book 
seems conversational tone, with the auto- 
mobile manufacturer discussing his ideas 
work, living, and business detached, 
impersonal way. repeats his warning 
about the fallacy that business money 
and that big business big money. “When 
finance exists serve industry, which its 
proper function, then finance recognized 
part the service instrument hu- 
manity,” says. Finance must serve busi- 
ness rather than dominate it, insists. 
The book stimulating, the views ex- 
pressed significant and impressively practical. 


have considered advertising too costly. 


AUTOPOINT COMPANY For Bank Officers Only 
4619 Ravenswood Avenue, Chicago, II. 


Without obligation, please rush sample Autopoint Peneil, 
your business-building gift proposition, prices of pencils 
and stamping, and full information. I attach card or 
letterhead. . 


INTRODUCTORY ACCOUNTING. 
Hall, New York. 711 pages. $5. 
This book presents the principles book- 

keeping and elementary accounting. the 

ance sheet, capital and 
profit and Joss statement. The later chap- 
ters deal keeping the 
ledger may supply 
properly, for financial statements. 

The accounting for sole pro- 

prietorships, partnerships, and corporations 

balance sheet may be.used interpret finan- 
cial conditions. 
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Guaranty Service Europe 


Company has branches London, Paris, 


and other important cities Europe. 


The 


Office London was established more 
than quarter century the pioneer 
among American banks England. 


These branches—American banks conducted 
American lines—afford our correspondent banks 
and their customers the advantages resulting from 
intimate knowledge both European and 


American business. 


Our booklet, Service 


Guaranty ‘Trust Company 
New York 


NEW YORK 
LIVERPOOL 


LONDON 


ATWATER KENT 


RADIO 


THE MIND THE 
Albert Atwood. 263 Pages. $2.50. 
Harper Brothers, New York City. 
What keeps millionaires after 

they have amassed fortune? 

the acquisitive tendency; the lure 

game; the quest power; the desire for 

prestige; sense social obligation? 
These are some the motives which 

Mr. Atwood examines this book. 

supplies wealth interesting 

tive material showing from his own first- 
hand contacts how the minds millionaires 
work. This the first serious study the 
rich man’s psychology. 


HAVRE 


PARIS BRUSSELS 
ANTWERP 


Small Banks Reserve 
System 


the problems that has confronted 

the Federal Reserve System has been 
its inability get the small state banks 
become members. 

However, the Federal Reserve Board re- 
ports that there were 239 banks, having 
capital stock $25,000, the System 
the beginning this year, and 362 banks, 
with capitalization ranging from $25,000 

There are three banks that are members 
the System which have capital less 
than $25,000. One Texas member bank has 
capital $17,500 while one state bank 
Tennessee and another Mississippi have 
only $15,000. There are 1441 state banks 
and trust companies holding membership 
the Reserve System. 
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Charles Fisk, vice-president the 

Amarillo Bank Trust Company 

Amarillo; president the Texas 
Bankers Association 


Dollar Chasers 


BLOW the widely held European 
notion that Americans are “dollar 
chasers” was dealt Jeremiah Smith, Jr., 
the American who for the past two years 
Hungary under the international plan 
stabilize the Hungarian currency. 

Having completed his job with distinction, 
Mr. Smith, Boston lawyer 
expert, was tendered check for $100,000, 
representing his salary for two years. 
declined accept the money, stating that 
could not conscientiously take the large 
sum from nation such straitened cir- 
cumstances Hungary. Mr. Smith reor- 
ganized Hungary’s finances and succeeded 
stabilizing the currency. Not only did 
decline accept the salary, but re- 
fused permit the government pay any 
part his living expenses for the two years 
had been Budapest. 

Mr. Smith one the group Amer- 
icans, who have served financial advisors 
foreign countries during ‘the past few 
years. 


Lower Discount Rates 


discount rates the central banks 

various parts the world are still 
tending downward. The German Reichs- 
bank, July, its rate from 
per cent. hardly more than 
year since the discount rate Germany was 
above per cent. 

Switzerland and the Netherlands have 
rate per cent effect, the lowest 
the world. This the same the New 
York Federal Reserve Bank, which performs 
many the same functions central 
bank issue. Sweden has per cent 
rate, England and Spain and Denmark, 
Norway and South Africa per cent. 

The discount rate Poland June was 
per cent—the highest all the cen- 
tral banks issue. 
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Profits Oil 


(Continued from page 11) 


Oil Company shares. The Pacific Oil 
pany was formed 1920 segregate the 
oil lands the Southern Pacific Company 
from its railroad properties. 

March, 1926, the Associated Oil Com- 
pany merged with the Tide Water Oil Com- 
pany under the title Tide Water Associ- 
ated Oil Company. 

December, 1925, the Standard Oil Com- 
pany New York announced the consum- 
mation merger with the Magnolia Pe- 
Company, which had large 
interest several years, and May, 1926, 
absorbed the General Petroleum Company, 
which operates principally Pacific Coast 
territory. 

Other recent mergers include the Ven- 
tura Consolidated Oil Fields and the Mo- 
hawk Oil Company into the California Pe- 
troleum Corporation during 1925, the Waite 
Phillips Company into the Barnsdall Corpo- 
ration January, 1926, the Texhoma Oil 
and Refining Company into the Continental 
Oil Company February, 1926, and the 
Southwestern Petroleum Company into the 
Texas Company June, 1926. 

Rumors are current impending mergers 
other oil companies, which, with the im- 
proved outlook for the industry, have caused 
prices the shares advance the high- 
est levels the year, although oil stocks 
group did not participate the big 
1924-25 boom the stock market. Many 
people look for much higher prices the 
future. 


The Outlook Favorable 


ROFITS the oil industry are deter- 

mined chiefly the prices gasoline 
and other finished products. There has been 
slight overproduction refineries nearly 
continually for the last several years 
spite the motor demand that grows 
leaps and bounds. Possibly too much capi- 
tal has been put into refinery facilities, and 
each company desires operate its plants 
full blast regardless the effect the 
general situation. 

Then there has been overproduction 
crude petroleum, due the discovery 
one field after another and its rapid exploi- 
tation, one the peculiar characteristics 
the oil industry where the ownership 
new territory divided among many 
companies and individuals, each which 
rushes extract the oil before his neigh- 
bor drains the pools under his land. When 
crude production heavy, the natural tend- 
ency run into refineries for what 
will bring, rather than attempt store 
expensive reservoirs and assume fire haz- 

The result has been periodical declines 
gasoline prices, shown the accompany- 
ing graph. Crude oil prices have also been 
weak, but they are not important fac- 
tor for the larger companies, most which 
produce least part their own require- 
ments. For these integrated units low 
price for crude oil, gasoline holds steady, 
actually gives them larger profit. The con- 
cern engaged only production, however, 
which sells its oil refiner pipe- 
line company, will directly affected 
the posting higher lower crude prices. 
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the 


never safe judge anything 
superficial examination. This es- 
pecially true investment securities. 
Experienced bankers are coming more 
and more depend upon the recom- 
mendations house like The 
National City Company which main- 
tains constant and close scrutiny 
investments the world over. 


NATIONAL CITY BANK 
BUILDING F 


The National City Company 


National City Bank Building, New York 


Offices more than cities throughout the world 


BONDS 


SHORT TERM NOTES 


ACCEPTANCES 


Demand constantly growing, not only 


the automobile industry, but for 


ships and motor boats, oil-burning and 
Diesel-electric locomotives, aviation, farm 
tractors, and stationary engines, power 
manufacturing plants and heating homes. 
The hard-coal strike last year introduced 
many people the convenience and present 
cheapness oil fuel. 

The problem within few years will 
doubtless be, not how check the over- 
production petroleum products but how 
secure adequate crude oil for require- 
ments. For the last two years the Federal 
Oil Conservation Board appointed the 
President, also the Conservation Committee 
the American Petroleum Institute have 
been studying the outlook for “tomorrow’s 
gasoline,” and their reports are deserving 
careful reading. 


Profits far during 1926 are considerably 
ahead 1925 according practically all 
the interim reports that have been published. 
The higher prices prevailing for gasoline 
(21 cents per gallon wholesale, compared 
with average 19.1 cents last year) 
and crude oil ($2.05 per barrel for Mid- 
continent compared with average 
$1.68 for 1925) would seem forecast very 
satisfactory earnings and possibly some ex- 
tra dividends for the stockholders. 

These increased prices have already had 
the effect stimulating new drilling all 
fields. activity not confined the 
big-well districts the Mid-continent and 
California, but embraces the largest area 
wildcat territory ever systematically perfo- 
rated the drill, and, further, includes 
real revival old eastern fields. 


\\ 


“Caterpillar” Tractors have 
proved their ability widen the 
margin between cost and income 
the farms, road building and 
earth moving tasks. 


Now new uses are being reported 
—the “Caterpillar” Magazine 
tells short cuts laying light 

strip mining, vineyard 
telephone 
wires—wherever “outdoor pow- 
used! 


There are four models Tractors 
SIXTY 5-TON THIRTY 2-TON 


CATERPILLAR TRACTOR 


Executive Offices: San Leandro, California, U. S. A. 
Factories: Peoria, Illinois - San Leandro, California 
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Mail this Coupon 
you are interested 


New York Office: Church Street 


Successor to 


BEST HOLT 


Tractor Co., San Leandro, Calif. 
Gentlemen: Please put name the list receive the Magazine. 
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Call Loans 
(Continued from page 26) 


loans the floor the exchange. The 
procedure for the bank telephone 
the office the stock exchange member 
instructions lend sum money the 
current specific rate. These instruc- 
tions are relayed turn the money desk 
the floor the exchange where they 
are duly recorded. like manner the bor- 
rowing broker files the money desk 
memorandum stating how much money 
requires. Thus lender and borrower meet 
their turn and both are promptly notified 
the identity the other party the 


State 


transaction the money clerk the ex- 
change. 

After the renewal rate has been posted, 
the rate for new loans may fluctuate with 
the constantly changing conditions supply 
and demand. might timely con- 
sider this point the reason for the call 
money rate fluctuating more widely than 
any other money rate the world, inas- 
much general misapprehension this 
phenomenon has invoked great deal 
criticism. 

Eccentricity seems inherent the 
interest rate for call loans because 
the resultant two forces supply and 
demand, unrelated this unique instance. 

Every contract made the exchange 


completed and the securities delivered and 
paid for the full business day next fol- 
lowing. thus seen that day heavy 
liquidation the part customers 
New York Stock Exchange firms will cause 
material shrinkage credit requirements 
necessitating the paying off loans and 
the recovery securities delivered 
against the previous day’s sales. the 
demand side, therefore, see the possibil- 
ity material over-night changes due 
either heavy liquidation speculatively 
held securities sudden wave specula- 
tive enthusiasm. 

Thus the demand side the transac- 
tion have the brokers’ credit require- 
ments changing from day day with the 
constantly shifting speculative position 
their customers. The day loan therefore 
admirably their need daily 
adjustment. the matter financing, the 
New York Stock Exchange unique among 
the primary markets the world. 

the other hand, the supply regulated 
solely the reserve position the banks 
throughout the country and their natural 
desire make full use their lending 
power right the limit set their 
reserve requirements, and bears relation 
market needs. This unresponsiveness 
credit supply demand peculiar brok- 
ers’ loans and largely due their ex- 
clusion from the Federal Reserve rediscount 
privileges. 


Critics Confuse Cause and 
Effect 


AILURE understand the nature 

the funds which are offered the money 
desk the floor the stock exchange has 
led many critics security speculation 
confuse cause and effect. Instead having 
first call banking funds, many appear 
believe; instead being the honored 
guest the credit table, stock exchange 
borrowers must make shift with what funds 
remain after the feast. this connection 
quote from the report the Federal Re- 
serve Agent New York the President 
the United States Senate: 

the universal custom the banks 
satisfy first the commercial needs of their cus- 
tomers. They feel an obligation to customers but 
none to those who borrow in the open market on 
securities. Besides, as the resources of the banks 
mainly come from the commercial customers, their 
own self-interest compels a preference in favor of 
their commercial borrowers, since failure to grant 
them reasonable accommodation would induce them 
to withdraw their deposits and so reduce the ability 
of the banks to do business. Although the money 
the banks and trust companies comprises 
far the greater proportion of the money loaned on 
the securities market, an examination of the pre- 
vailing rates on commercial paper at times when 
the call-money market is particularly strained in- 
dicates that there is little causal relation between 
the rates for call money and those on commercial 
paper.” 


Misconception Use 


discussion call loans would 

complete which failed notice the 
prevalent misconception the use money 
invested. The unthinking criticism 
securities speculation serving useful 
purpose naturally shared the funds 
which make such speculation possible, and 
which are alleged diverted from pro- 
ductive into unproductive uses. 
prejudice favor commercial loans 
against “street loans” exists account 
the former being regarded serving 
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useful purpose while the latter. are supposed 
sustain useless speculation. The un- 
soundness drawing invidious distinc- 
tion based inherent difference between 
the two classes loans appears from the 
expedient transformation one into the 
other. phrase “frozen. loans,” 
plied commercial loans, was common- 
place the years 1920 and 1921 when many 
loans originally intended for short periods 
became long-term obligations fact, due 
the inability the borrower pay and 
the unsalability the commodity collateral 
behind the loan. many 
banks turned for relief 
market where they funded their frozen 
short-term loans and sold them the public 
long-term bond Thus the com- 
mercial industrial borrower continues 
apply the fund precisely the same 
uses only now, instead being obligated 
the bank, his creditors are investors and 
speculators, while his bonds repose the 
loan envelopes banks. This experience, 
repeated numbers times since 1920, trans- 
forming and funding commercial loans into 
long-term bond issues, many which are 
taken speculative investors who use 
“call money,” should conclusively demon- 
strate the character fine-spun 
distinctions between commercial loans and 
“street loans.” 

discussing the first report issued the 
New York Stock Exchange giving figures 
the total borrowings its members, the 
March letter the National City Bank 
said: 

«“* * * The practice has been growing for many 
corporations to obtain their working capital through 
the sale of securities rather than through recourse 
to bank loans and advances. ‘lo the extent that 
credit is employed to float such issues and carry 
them pending their final absorption it may be as 
truly considered employed for commercial purposes 
as though the funds were advanced directly to the 


manufacturer or distributor whose securities col- 
lateral the loan.” 


City and Country Loans 
Compared 


total amount “street loans” had 
this year, when the New York Stock 
Exchange issued the first its monthly 
reports giving figures the total borrow- 
ings its members. about the same 
time the Federal Reserve Board inaugurated 
weekly reports giving the volume loans 
sixty-one New York city member banks 
dealers and brokers. Both reports in- 
quarters the total while the Federal Re- 
serve statement made January 27, the 
nearest comparable date the New Rork 
Stock Exchange report January 30, 
shows approximately per cent was ad- 
vanced New York City banks for the 
account out-of-town banks. The Federal 
Reserve Board’s figure 
loaned call member banks for cor- 
respondents shows the important part played 
out-of-town funds the present market. 
This figure will considerably increased 
consider the out-of-town funds which 
indirectly find their way the call loan 
market. The Federal Reserve statement 
shows $705,906,000 loaned call the 
New York banks for their own account. 
should remembered that included 
this sum part the demand deposits 
out-of-town banks. These deposits upon 
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Towering skyward height 312 feet, the 
structure Banking Headquarters, stands 
sentinel watching the City’s ebb and flow 
commerce through these fan shaped main arteries 
travel which link Detroit with hundreds 
new and growing communities. 


Twenty-eight branch banks are the arms the 


ey 


Main Office which Banking Headquarters 


and its unsurpassed facilities into practically every 
community within the metropolitan area Great- 


Detroit. 


The dollars representing the transactions 
active citizenry eventually find depos- 
itory the down town district, and was 
provide banking accommodations for every phase 
Detroit’s business and civic life that the First 
National Bank, Central Savings Bank and First 
National Company were 


Banking Headquarters knows limit its ser- 


vice customers. 


CENTRAL SAVINGS BANK 
FIRST NATIONAL Co. 


which interest aliowed must made 
earn interest. necessary 
for the New York banks employ the 
best obtainable interest rates, that part 
the money deposited with them other 
banks excess the cash reserves which 
the law requires them keep against such 
deposits. The wide fluctuations which 
these deposits are subject, make neces- 
sary for the New York banks loan 
considerable portion them New York 
Stock Exchange call loans, where payment 
can obtained demand without 
question. 

‘When collateral loans are mentioned our 
thoughts turn naturally Wall Street 
that are apt forget the universality 
the practice borrowing from banks 


financing peculiar Wall Many 
will surprised therefore, learn that 
the total loaned all banks. throughout 
the country was seven billion dollars, 
over twice that loaned the sixty-one re- 
porting New York banks, while the 
estimated total all banks 
about three times the brok- 
ers’ loans reported the New York 
Stock Exchange. 


Distributor Merchandise and 


pointing out the similarity the ser- 
vices rendered industry and trade 


loans, 


both commercial 


< 
TIONAL DAN 
= _ = — 


Bank 
Standards 


“The bonds shall 
represent actually 
closed first mort- 
gage and shall not 
exceed 60% 
conservativeva 

tionof 


A. C. Kocu 
Vice-President 


N 
N 
N 
NY 
NY 


mentioned the important part played the 
latter funding frozen loans which had 
become serious banking problem 1920 
and 1921. The analogy between commercial 
and street loans even more striking when 
stop consider the reasons for them 
and the uses which the funds are put. 
Everyone familiar with the way which 
merchandise distributed; how goods pass 
through series speculative dealers be- 
fore they reach the consumer. The manu- 
facturer’s output successively passes job- 
ber, wholesale merchants, retailers and final- 
consumers. every stage prog- 
ress, from the purchase the manufac- 
turer his raw material consumer, 
goods are financed our commercial bank- 
ing system. 


have already helped customers in- 
vest over $200,000 the bonds you de- 
scribe this book,” banker recently 
told us. “Several years ago, when de- 
cided further diversify our security 

holdings, investigated your Chicago 

First Mortgage Real Estate Bonds and 
have always found them exception- 
combination safety and income.” 

you have not examined this booklet and 
studied the eight bank standards which 


every First Mortgage Real Estate Bond 
may judged, let send you copy. 


INVESTMENT DEPARTMENT 


UNION TRUST 
COMPANY 


Madison and Dearborn Streets Chicago 
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The distribution securities necessarily 
follows precisely the same process. The 
corporation creates its securities which 
sells banking house from which they 
successively pass investment bankers, in- 
dividual speculators and ultimately in- 
vestors. These speculative dealers, from 
the original house issue the individual 
speculator, are enabled carry the floating 
supply securities loans from the banks 
precisely the same way that commercial 
loans financed the mercantile middlemen. 
There not the slightest difference 
character between the two classes loans. 
commercial loans are necessary trade 
and commerce, collateral “street loans” 
are necessary corporate finance. 


July, 1926 


Cooperation 
(Continued from page 30) 


bank. The president advised was just 
the point writing the American 
Bankers Association about $6,500 loss. 
When explained the circumstances 
was surprised learn that the American 
Bankers Association did not make 
vestigation uncollected item; how- 
ever, took for him independently. 
When described the scheme defraud 
his bank was greatly surprised, because 
that same scheme had been repeatedly de- 
scribed the Protective Supplement the 
AMERICAN BANKERS ASSOCIATION 
Fortunately the men who victimized this and 
number other banks that state were 
subsequently arrested New York and are 
now being prosecuted. 


Scheme Old 


scheme used old. Practically the 

same plan being carried two 
three Italian swindlers. The only difference 
the two schemes that Florida they 
did not the trouble purchasing 
Liberty Bonds from brokerage house— 
they merely cultivated the teller and the 
end cashed worthless check. 

The swindlers open account the 
bank with $500 cash the initial deposit. 
Two three days later they deposit $1,000 
more.. They then make one two pur- 
chases from large brokerage house 
Liberty Bonds Italian lires, and get certi- 
fied checks their account. These checks 
are always good. Finally, when ready 
act, they negotiate for $5,000 $6,000 
purchase Liberty Bonds from the broker- 
age house, and have check that sum 
certified their bank, which check almost 
exhausts their account. They then make 
fac-simile the genuine certified check, 
which fac-simile they turn over the 
brokerage office and gain possession the 
bonds. Then they rush the bank and say 
that the brokerage house desires cash. in- 
stead certified check, whereupon the 
bank cashes their certified check. They then 
close their account and disappear. This 
shows the necessity careful scrutiny and 
the necessity for investigating new deposi- 
tors’ accounts. 


Cooperate and Save 


the banks will carry out the regula- 
tions the American Bankers Associa- 
tion, they will decrease crime and reduce 
the excessive premiums they are now pay- 
ing for insurance. Many bankers when 
they have depredation committed against 
them take very little interest the matter 
because they are insured. While there 
way telling dollars and cents how 
much bank loses case this char- 
acter, they certainly not enjoy the un- 
desirable publicity given them, which al- 
ways follows the wake crimes that 
could prevented precautionary meas- 
ures were followed. 

Where bank keeps constantly before 
their employees the caution look out for 
swindlers and forgers, that itself has 
tendency keep that bank free from many 
annoyances, both within and without the 


bank. 
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New Twists 
(Continued from page 15) 


some inferior stock before the time comes 
when completes his payments the 

Usually, with the frequent rise and fall 
the stock market, there comes time 
when stock prices fluctuate, often down- 
ward, and sooner does this occur when 
the swindler gets busy, calls the atten- 
tion his client the fall price Stand- 
ard Oil, and apologizes for making error 
judgment recommending it. ex- 
presses disappointment the fall price, 
and, fatherly way, advises his client 
get out from under before drops fur- 
ther trading for another stock, such 
Gold Leaf Mining and Exploration Stock, 
Weeping Willow Oil Stock, which stock 
the swindler positive certain rise 
value, making more money for his client 
than could have possibly made Stand- 
ard Oil under the most favorable condi- 
tions. 

Often bank stock used bait 
interest investors, and know one case 
where was used trading “suckers” out 
more valuable stock. this case 
stock bank was secured, taken 
3000 miles away, and there the price was 
boosted 300 per cent, and; because was 
stock bank located one our large 
cities, was not difficult trade in- 
experienced investors for securities worth 
three times its value. 

Unfortunately, many people are open 
any proposition involving trade; and, 
when they fall the hands these sharp- 
ers, they are certain come out losers. 


Auto Theft Skin Game 


case comes pretty close being 

“ringer.” has with new way 
catching automobile thieves. Can you 
imagine skin-game artist promoting plan 
for catching thief? 

But here’s the plan and produced over 
$100,000 for the promoter. 

auto theft bureau organized. Let 
call Skinner’s Auto Theft Bureau—for 
that name appropriate—and fittingly de- 
scribes what does, only does not “skin” 
the thief, but does skin the man who en- 
lists for the purpose catching auto 
thieves, and who pays the promoter from 
$500 $4,000 for jcb the Bureau. 

the old trick buying into won- 
derfully paying business, drawing big 
salary and all getting rich, but has more 
equipment than goes with such 
sition, for with the job goes the use 
portable radio set and automobile with 
reputation for endurance and speed. 


Too Much Static 


soon the victim pays for his 
job, placed the salary roll 
the auto theft bureau salary somewhat 
higher than paid the average patrol- 
man. With his tank full gas and his 
high-powered car goes out search 
stolen automobiles, with the instruction that 
“listen in” from time time for 
radio stations broadcasting the description 
and license numbers automobiles reported 
the police department stolen. Can you 


imagine bigger “joke” than for members 
this fictitious theft bureau, pausing along 
the road occasionally just “tune in” for 
descriptions stolen cars, with radio 
station within two thousand 
casting stolen car license 

But the scheme evidently appealed cer- 
tain individuals for they gave their old 
positions, paid over their savings and went 
work looking for stolen autos. Their 
salary check came the first week and, 
few cases, was received the second week. 
But long before the employee got his money 
back, was discontinued for the reason that 
the employee lacked the peculiar ability 
“spot” stolen cars, and therefore because 
could not measure the job was told 
find employment elsewhere. 

the time this scheme “blew up” and 
the promoter landed jail, had ordered 
2000 automobiles make, and 900 
others another make, promising was 
the outlook for big scoop, and easy was 
catch new suckers. Buying 
salaried job, buying into thriving busi- 
ness, usually leads loss. 

Apparently “there more than one way 
skin cat,” and the shrewd, unscrupulous 
promoter and skin-game artist adept 
finding different ways. For novice in- 
vestor, for banker transact business 
with these artists like playing with buzz 
saw, for sooner later the swindler will 
get the best deal. 


Sympathy, Not Ridicule, for 
the Victims Needed 


OME swindles are crooked that 

hard get the straight them. Once 
you glimpse behind the curtain and observe 
the various tricks deception that are 
practiced deceive people you are once 
made sorry for them. course, al- 
ways easy for experienced banker and 
investor look upon the victims col- 
lapsed promotion poor fools who should 
have known better. fact, the tendency 
place all the blame the victims, and 
say that Barnum was right, and that the 
public likes skinned. Barnum may 
have been right, but one thing certain: 
the average individual does not willingly 
consent being fleeced out his savings, 
nor does relish being condemned because 


mistake has made investing his 


money. 

“Getting down brass tacks,” must say 
that the victim not entirely blame. 
the nature his occupation has had 
experience investing money, and certainly 
receives training that line while at- 
tending school. What banker skin- 
game pure and simple promotion with 
little chance succeeding, may appear 
the individual who inexperienced alto- 
gether feasible, and may have the utmost 
confidence its success. Besides, the vic- 
tim, rule, quick believe everything 
that told him, that when meets 
man who visionary and glib tongue, 
and who can paint masterpieces about great 
riches, the gambling instinct which 
herent mankind asserts itself, and poor 
investment often the consequence. 

while our first thought regard 
victims various swindles poor dubs 
who should swindled because they like 
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-DAY all expense inclusive tour 

leaving New York, Sept. 16. 

the Panama Pacific liner 
Finland, This splendid steamer and her 
running mates, Manchuria and Mon- 
are the largest and fastest steam- 
ers engaged coast-to-coast service. 


A fifteen-day ocean voyage with stop- 
overs at Havana, Panama _ Canal, 
Coronado Beach and Los Angeles, for 
the Convention. Return stop-overs at 
Riverside and Grand Canyon. Ex- 
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rooms the steamer and, for the 
return, an all-room train with diner, 
club and parlor observation cars. 


PANAMA PACIFIC LINE 
tnternational Mercantile Marine Company 
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New York City 


it, let our bankers take broader view 
the whole situation and just little more 
sympathetic, and every opportunity point 
out them the folly gambling with their 
savings. 

Bankers should not overlook the fact that 
these losers were attacked shrewd, un- 


high-pressure 
know every trick their crooked game, 
and who know just how and when rush 
their victims off their feet and into some 
crooked deal. Many doubt were taken 
unawares and hardly without fully realizing 
the step they were taking until they found 
themselves trapped. 

Good advice what these victims need, 
and this same advice which every per- 
son needs whether not has already 
lost. 


CONVENTION 
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Return East via 
The Scenic Northern 
Route—the 


Great Northern 


After the convention travel north 
Portland, Ore. See the historic City 
Astoria—the Columbia River—the Cities 
Tacoma, Seattle, Victoria and Van- 
couver. This Northwest slope the 
Cascade is, and justly so, known the 
charmed land. Cross the Great Northern 
Cascades and Rocky Mountains. 


Some Great Northern 
Special Features 


block all the way, 
comfort—the clean route—1200 miles 
behind oil burners, the easy way—follows 
the Columbia, Kootenai, Flathead, 
Marias, Missouri and Mississippi rivers— 
water grade—heavy steel, luxury—the 


New Oriental Limited 


the finest train and from the Pacific 
Northwest. Runs daily between Pacific 
Northwest Cities and Chicago via Gla- 
cier National Park, Minneapolis and St. 
Paul. Let tell you more about our 
service. 


DICKINSON 
Traffic Manager 
St. Paul, Minn. 
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Why Farm Relief 


(Continued from page 22) 


coercion. And was even more utterly 
hopeless try induce these same three 
four million men, growing different 
grades wheat which command widely 
different prices, contribute ratably the 
losses incurred lifting the surplus off our 
market and “dumping” abroad. 

the farm relief leaders devised in- 
genious plan farm products export cor- 
poration buy the domestic surpluses, 
thus raising domestic prices the amount 


the tariff; sell them abroad for the 
best price and then assess the 
foss across the entire production—since all 
would share the gain—through the medium 
so-called equalization fee. govern- 
ment board was created supervise 
the whole operation. the beginning 
each year this board was estimate the 
probable surplus for export and the prob- 
able world market price the commodity, 
and from these compute the loss likely 
sustained. The equalization fee would then 
fixed such sum would, when col- 
lected upon the entire crop, make the 
loss. the estimate proved too low too 
high, the gain loss would carried for- 
ward into the next year’s fee. 


Two Main Objections 


this very ingenious sincerely 

urged proposal the rest the country, 
without regard party politics, raised two 
main objections: First, that the equalization 
fee advanced was unconstitu- 
tional, and, second, that despite its appar- 
ent matching the methods 
turers, was economically unsound and un- 
workable. 

the constitutionality, course, law- 
yers disagree, but will conceded the 
proponents the fee themselves that the 
weight authority both House and Sen- 
ate was against them with such eminent 
lawyers, for instance, Senators Borah 
Idaho, Reed Missouri, and Walsh 
Montana, and Representatives Moore and 
Tucker Virginia—all from agricultural 
states—holding the legislation certain 
set aside the courts. 

The disposition Congress, however, 
help the farmer would have 
waiver this objection the chance that 
the courts might sustain the law, except for 
the feeling that utter chaos would result 
the complicated machinery planned the 
Haugen Bill should set 
wrecked court action. many the 
existing channels trade would have had 
changed and too many millions 
bushels pounds commodities purchased 
ture. was feared that the subsequent col- 
lapse agriculture would far worse 
even than that 1920 and 1921. 

While the representatives Congress 
the rest the country were prepared 


that there might doubt the 


constitutionality the Haugen Bill, they 
were absolutely convinced the economic 
unsoundness the proposal. This unsound- 
ness comes, partially least, from 
ure consider the differences between 
manufacture and agriculture. manu- 
facturer does not proceed deliberately 
produce surpluses for export, but gages, 
far can, the probable needs the 
domestic trade and manufactures beyond 
those needs only through error estimate 
or, some cases minor degree, because 
through quantity production can reduce 
the overhead his individual business. His 
“dumping” products produced for one 
the other these reasons. his pro- 
duction too greatly exceeds the domestic 
market, his “dumping” may, and frequently 
does, take place price which more than 
exhausts his entire profits his American 
sales. 


Inducing Over-Production 


the other hand, the trouble with 

over-production for the domestic market. 
This over-production not for the purpose 
reducing overhead with some manu- 
000 farmers acting independently. fre- 
quently due, course, favorable weather 
and growing conditions, but also, wheat 
particularly, over-planting. 

was strongly urged Congress—and 
unanswered—that increasing the price the 
farmer received give him assured 
profit was absolutely certain result 
further increase planting, which, with 
normal yields, must mean material increase 
the amount “dumped” and the con- 
sequent loss thus sustained. 
nents conceded this, but claimed that the 
equalization fee would prevent this danger. 
this was felt they were wrong—until, 
least, the equalization fee reached point 
which would wipe out the new 
was also felt that while the fee nominally 
was paid the producer, was actu- 
ally paid the consumer through the 
enhanced price paid for his foodstuffs, and 
would therefore not felt the producer. 
further difference exists that 
vidual manufacturer knows that must 
bear the entire loss caused his over-pro- 
duction and consequent dumping abroad and 
his zeal producing therefore restrained 
whereas the inlividual farmer would have 
the loss. 

The theory that the fee will act de- 
terrent production negatives the entire 
argument for the fee, for certainly the 
mere matter gain loss going 
settle the volume production, the farmer 
going produce more long gets 
more money than has previously gotten 
for his crops. 

The whole argument also rests upon 
faulty conception the tariff. The pro- 
tective tariff theory that the duty should 
measure the difference between the cost 
production home and abroad, not between 
the sale price the completed article 
home and abroad. world price for 
wheat includes the profit the Argen- 
grower and the placing the 
forty-two cents top this would not 
prevent his wheat from coming into this 
country $1.42, since would secure the 
same profit such sales would secure 
the world market. The farmer Amer- 
ica would not make profit forty-two 
cents out selling wheat the world price 
plus the tariff the Canadian other for- 
eign farmer was satisfied take profit 
ten cents fifteen cents. really 
going pay the equalization fee, and if, 
has been figured, that fee might easily run 
twenty cents bushel wheat, and 
the Canadian farmer willing take fif- 
teen cents profit, the American farmer, 
after paying his fee, would still losing 
five cents bushel. 

The most important and fundamental dif- 
ficulty with the export corporation-equal- 
ization fee plan that proposes 
identically the same thing for the producer 
both needed and unneeded commodities. 
There are certain sections the United 
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States now raising wheat, for example, 
type and grade for which practically 
demand exists the United States. These 
wheats make nearly our entire normal 
export surplus. These wheats produce the 
bulk the statistical surplus which drives 
down the domestic market price. Yet, 
the equalization fee principle, the price 
these grades and the North Dakota hard 
wheat, which almost wholly consumed 
the United States, would equally en- 
hanced. 

The consequence would that there 
would just much inducement—per- 
haps more, for many these grades 
wheat are grown lands yielding more 
than average production the acre—to the 
producer purely export wheat increase 
his production, producer the 
wheat want America. Consequently, 
the North Dakota farmer would assessed 
fee for the purpose primarily bearing 
the loss incurred some other farmer’s 
wheat. 


How Congress Stands 


proponents the Haugen Bill have 
completely persuaded themselves 
its merits that they both bitterly assail 
those who differ from them and flatly re- 
fuse consider any other type legisla- 
tion. 

believe that the entire country sym- 
pathetic and really anxious secure effec- 
tive farm relief, and that vast majority 
Congress would support any sound meas- 
ure secure it. The government, how- 
ever, cannot properly drive any man out 
business. His competitors legitimately may 
trolled wheat growers, with 
entire propriety may maintain adequate 
for the grades wheat for which 
domestic demand exists, and 
growers the purely export varieties 
their own resources—or some other kind 
farming. 

The farmer must organized, but not 
government coercion. Marketing proc- 
esses can greatly simplified and cheap- 
ened, and much the spread between pro- 
ducer and consumer saved. Harmful specu- 
lation can largely eliminated 
ful carry-overs promoted. Toward all these 
ends and more government board may 
properly guide and many millions gov- 
ernment money may well loaned ex- 
pended. 

Legislation will come just soon the 
leaders farm organizations are able and 
willing sit down with minds freed from 
the hypnotic equalization fee doctrine and 
ready discuss the subject other and 
sounder lines. When that stage reached, 
the Middle West will soon find, sure, 
that the opposition the Haugen Bill held 
naught but friendly feeling toward its prob- 
lem—which the problem all. 


Changes Reserve Districts 


Bernalillo and Valencia county 
state New Mexico have been transferred 
from the Eleventh (Dallas) Federal Re- 
serve District the Tenth (Kansas City) 
Federal Reserve District. 


CHICAGO 
105 So. Salle Street 
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McFadden Bill 


(Continued from page 


ler. The present law (Section 5211 Revised 
Statutes) requires reports verified 
the president cashier and attested three 
directors. The House bill amends this sec- 
tion permit the board directors 
designate assistant cashier vice- 
president verify reports the absence 
the president and cashier. There was 
change the Senate bill. 

13. Rediscount Federal Reserve Banks. 
The House bill amended Section 5212, 
Revised Statutes, provide that 
Federal Reserve Bank shall discount for any 
member notes, drafts bills exchange 
any one borrower amount greater 
than may borrowed lawfully from any 
national bank under Section 5200, 
Revised Statutes, amended, with proviso 
that nothing this paragraph shall con- 
strued change the character classes 
paper now eligible for discount Fed- 
eral Reserve Banks. The Senate bill struck 
out this amendment. The House conferees 
agreed with amendment making certain 
clerical amendments three 
tions the bill, which the Senate con- 
ferees agreed. 

14. Theft Examiner from Member 
Bank. The House bill amended Section 22, 
Federal Reserve Act, making Federal 
crime for examiner assistant exam- 
iner steal from member bank. The 
Senate bill made change this. 

15. Loans upon Real Estate. The House 
bill reenacted Section 24, Federal Reserve 
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Act, relating loans national banks 
real estate security with amendments making 
the time limit for loans improved city 
property five, instead one, year. The 
limit such loans, including the aggre- 
gate’ any loans which the bank liable 
per cent unimpaired capital and surplus, 
one-half savings deposits the elec- 
tion the bank, subject the general limi- 
tation Section 5200 Revised 
Statutes. The Senate bill made change 
this amendment except clerical one, 
which the House conferees agreed. 

16. Clayton Act. The Senate added pro- 
vision not the House bill amending the 
Clayton Act giving the Federal Reserve 
Board discretionary authority permit, 
public policy requires, single person 
serve director not more than three 
banks. The Senate conferees receded from 
this amendment. 

17. Shares Not Less Than $100. The 
Senate added provisions not the House 
bill that national banks may hereafter divide 
their stock into shares less than $100 par 
value, and view this permission, fur- 
ther provision stock-ownership qualifi- 
cation directors. The House conferees 
agreed, with amendments changing the sec- 
tion numbers. 

18. Extension Federal Reserve Char- 
Senate added amendment pro- 
viding for the extension the existing char- 
ters Federal Reserve Banks until such 
time the charters were dissolved act 
Congress, forfeited for violation 
law. The House bill contained similar 
provision, and the House receded with 
amendment which provided for the extension 
such charters for period terminating 
fifty years after the expiration the pres- 
ent charters, except case dissolution 
act Congress forfeiture for violation 
law, and with further amendment pro- 
viding for creation joint special com- 
mittee inquire into the prices commodi- 
ties the United States affected since 
the year 1914 the Federal banking laws. 


Compromise Agreement 
Hull Amendments 


lieu the Hull amendments, the con- 

ferees (with the exception Congress- 
man Wingo) agreed upon compromise, 
which, already said, was presented the 
House June 17. Under the compromise, 
(a) National banks might continue existing 
branches which are lawful operation. (b) 
state bank was converted into con- 
solidated with national bank, 
more national banks are consolidated, the 
new bank might continue the branches 
any the banks lawful operation. (c) 
National banks might hereafter establish 
new city branches now permitted state 
banks and population excess 100,- 
000. Determination number branches 
rest with the comptroller. (d) National 
banks any state which date law takes 
effect does not permit state bank branches, 
but which hereafter permits, might estab- 
lish new branches within city limits popu- 
lation excess 100,000, limited one 
branch where population does not exceed 
250,000; two branches where not over 500,- 
000; three branches where population does 
not exceed 750,000; four branches where 
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population not over 1,000,000, and not more 
than five branches where population exceeds 
1,000,000. (e) cases where national banks 
are authorized establish city 
comptroller was given discretion author- 
ize branches beyond city boundaries with- 
same metropolitan area, but only where 
corporate limits town 
proposed some point coincide with corpo- 
rate limits town where parent bank 
located and when his discretion deter- 
mines after public hearing that banking 
inhabitants said contiguous and urban 
territory require branch branches; but 
branch permitted any part state 
where state bank cannot have branch. (f) 
branch national bank could estab- 
lished moved from one location another 
without consent comptroller. 

The remaining part the compromise 
consisted definitions terms and pro- 
vision that the proposed law does not affect 
Section 25, Federal Reserve Act, authorizing 
foreign branches. 


Points Order Against Con- 
ference Report 


conference report was called 
the House Chairman McFadden 
June and debated all day. 

Three points order were made against 
the report the ground that the conferees 
had exceeded their powers inserting three 
amendments upon matters not disagree- 
ment between the two Houses. These mat- 
ters were (1) the addition the amendment 
extending reserve charters for fifty years 
provision for joint committee investi- 
gate prices commodities affected since 
1914 Federal banking laws. (2) Certain 
technical changes the language the 
provision for indeterminate charters na- 
tional banks, there having been disagree- 
ment over such language. (3) The addition 
clerical amendments the House con- 
ferees and agreed the Senate confer- 
ees when the House conferees agreed the 
Senate amendment striking out the provision 
the House bill relating rediscounts 
Federal Reserve 

These points order were all sustained, 
and this had the effect rejecting the 
conference report. Although thus rejected, 
the report indication how near both 
House and Senate conferees were together 
everything except the Hull amendments. 


Rejection House Hull 
Amendment Compromise 


points order, Chairman McFadden 
moved that the House insist its disagree- 
ment all the amendments the Senate 
except the Hull amendments and that, 
lieu the Hull amendments, the House 
accept the compromise proposal. 

When the debate was continued Thurs- 
day, June 24, Chairman 
plained that his motion was effect 
restoration the conference report without 
the items against which the points order 
were made and that the House sustained 
his motion would vote for the con- 
ference report including the compromise 
the Hull amendments. After extended de- 
bate, the House voted down the motion, 
yeas 115, nays 197. 
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Following the rejection the compromise 
agreement, motion was agreed that the 
House insist its disagreement the Sen- 
ate amendments and ask for further 
ference; and further that the House con- 
ferees instructed adhere the provi- 
sions the bill relating branch banking 
passed the House Representatives. 
The House conferees were then reappointed. 


Congress Adjourns Without 
Conference Agreement 


UBSEQUENTLY, the Senate reappoint- 
its conferees and House and Senate 
conferees have had several meetings; but 
down the time the adjournment Con- 
gress, agreement had been reached and 
far the Hull amendments are concerned, 
there evidence yielding either side. 
The House conferees are bound their 
mandate insist the branch bank provi- 
sions passed the House and unless the 
Senate conferees yield this proposition, 
there seems little hope for the bill. 
However, the time intervening between 
now and December may permit some 
change sentiment result further 
consideration. 


Old Persia 
(Continued from page 28) 


sack Brigade hitherto obscure, name 
Reza Khan Pahlavi, simple, shrewd, direct, 
patriotic, self confident, and big aim, be- 
came Minister War and Commander-in- 
Chief the Persian Army. organized 
real army, and, although since then 
has become successively His Highness the 
Prime Minister, His Imperial Highness the 
head the Provisional Government, and 
finally His Imperial Majesty Reza Shah 
Pahlavi, has remained Commander-in- 
Chief the army which organized and 
directed. 

The tribes have been subjugated and dis- 
armed: the Kurds and Shahsevens the 
North, the Bakhtiaris and Lurs the 
Southwest, Sheikh Khaz’al—the so-called 
Sheikh Mohammerah—who had obtained 
position semi-sovereignty over Khouzis- 
tan, the Turcomans the Northeast. With 
the subjugation and disarming the tribes, 
banditry has been suppressed throughout 
the country. Today, there are tribal dis- 
orders, the roads are safe, and the taxes 
practically every region Persia are col- 
lected directly the central financial ad- 
ministration. 


Americans Helping 


present American Financial Mis- 
sion, coming Persia the fall 
1922, has thus worked synchronously with 
the able leader who has just become Shah. 
Today, the situation Persia most 
encouraging. 

There has been revolution. vote 
the Majless Parliament, the Kadjar 
Dynasty has been abolished; and the 
mandate Constituent Assembly new 
dynasty, that Reza Shah Pahlavi, has 
been enthroned. The Constitution in- 
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your family make your journey 
the convention restful, healthful va- 
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tact; really effect. The fifth Majless 
has just adjourned after good legislative 
record; and the election the deputies 
the sixth Majless proceeding according 
law throughout the country. American ad- 
ministrators Persia, who 1925 had 
diminished nine number, have been 
increased the almost unanimous vote 
the eighteen. The adverse trade 
balance has practically disappeared. Except 
for the prohibition the Soviet Govern- 
ment the importation Persian goods 
into Russia and negotiations pending with 
that Government concerning the tariff and 
the fisheries, international commer- 
cial difficulties any importance exist. 
The currency sound. The toman, 
normally equal the dollar, exchanges 
has been changed surplus 400,000 
tomans. Revenues have increased 
per cent. Per capita taxation about 
tomans, and the public debt funded and 
floating less. Expenditures are bud- 
getary basis and are carefully controlled. 
Practically all foreign claims have now 
been settled and arrangements made for 
their liquidation; and the claims Persian 
subjects, which had accumulated through 
the years, will funded, according 
law passed the and gradually 
paid over period twenty years. Ar- 
chaic taxes have been abolished. 
revenues four million tomans year 
have been assigned railroad construction, 
and 1,500,000 tomans year highway 
building and maintenance. provide ex- 
pert direction for these projects, Amer- 
ican highway engineer and American 
railroad construction engineer are being en- 
gaged. Irrigation and hydro-electric proj- 
ects are under consideration; and Amer- 
ican agricultural expert has been employed 
supervise the development Persia’s 
basic industry. Mindful the necessity 
social welfare, the Majless has appropriated 
one-seventh the land taxes universal 
public instruction and also increasing sub- 
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stantially the funds devoted public sanita- 
tion. 

Thus, availing itself its own resources, 
without reparations loans and without 
political tutelage foreign governments, 
Persia proceeding successfully its task 
nation-building, self-government, recon- 
struction and progress. 
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Russia’s Slow March 
(Continued from page 34) 


labor union delegation visited Moscow, they 
heard from Leon Trotsky boast that 
Soviet Russia’s new progress was entirely 
“due the labor state,” and that “conces- 
sions private capital had played and 
would play wholly insignificant 


Policy Tolerance Grows 


WHEN the Germans returned Berlin 
they reported that “Communism was 
becoming ever stronger.” Yet hardly had 
they made their report when the state en- 


couragement private business was full 
force. the Moscow Labor Union Con- 
gress November, 1924, both Rykoff and 
Dzerzhinsky, after lamenting the evil re- 
sults the suppression private retail 
trading, declared emphatically that such pri- 
vate trading could not dispensed with. 
1925 not much was done. But this year 
the official movement for tolerance capi- 
talism has proceeded rapidly. March 
Moscow Congress debated the question 
appointing commission inquiry into 
“the uses private capital industry.” 


July, 1926 


representative the Supreme Council 
Industry denounced vigorously the past 
attempts crush private initiative. “Our 
administrative measures against private 
capital,” declared, “have proved entirely 
The origin the commission 
inquiry lay with the “Gosplan,” State 
Board, which was then about 
draw five years’ manufacturing pro- 
gram, and had discovered that the intended 
increase industrial output could not 
achieved without private month 
later Commissary Gubkin, chief the oil 
council, declared that free capital 
dispensable his branch was 
stated that 147 million roubles must 
invested oil plants 1926 the 
plan’s” output program was realized, 
and 1927 another 199 million roubles, 
and added that “this capital cannot 
taken out the oil profits; can 
had only foreigners are given in- 
creasing share.” 

All these were mere expressions opin- 
ion demonstrations. They 
lowed report from the Supreme Coun- 
cil Industry stating that 544 foreign in- 
dustrial experts were needed various 
manufacturing branches, 254 the steel 
branch alone. “It cannot denied,” 
was said, “that these experts will have 
receive emoluments customary capitalistic 
countries.” final measure was the cir- 
cularizing the governments all six 
chief federated Soviet republics inviting 
them inquire into and report upon the 
benefits already conferred private capital 
“both the factory and the land.” 


Concessions and Restorations 


rule when Bolshevik politicians make 
concessions capitalism they demon- 
strate vigorously against capitalism. 
urally, therefore, when they demonstrated 
favor capitalism related, they pushed 
energetically their policy concessions 
practice. Some concessions took the form 
permitting free creation new private 
undertakings kinds hitherto prohibited; 
others took the still more significant form 
complete restitution pre-war property 
rights; and third class consisted tax 
abatements and other methods encour- 
agement. June, 1925, private in- 
dustrial undertaking whatever 
founded without license from the central 
authority. that month the Council 
private industrial foundations without any 
license cases where not more than twenty 
workmen were employed; ard the local au- 
thorities were permitted license private 
undertakings employing between twenty and 
100 men. The central authority’s license 
was necessary only where more than 
100 men were employed. The restitution 
act was materially not important, but being 
the first its kind was highly significant. 
consisted the Petrograd Central Exec- 
utive’s restoration the original owners 
their villas and apartment houses. Only 
houses with not more than eight apartments 
were restored, and houses containing offices 
industrial establishments were 
stored. The condition was made that the 
owners must set the restored buildings 
order. This proviso confirms the theory 


that Soviet concessions are dictated 
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practical and not theoretical considera- 
tions. The small houses were chosen be- 
cause they had fallen bad condition 
repair, and because the Soviets had not 
the cash wherewith repair 
gether 5500 villas and apartment houses 
were given back. 

The tax alleviations for private property 
are dictated the same severe concern for 
the They result not from love 
private capitalism but from the Soviet 
republic’s own financial exigencies. 
April this year the Council Labor and 
Defence resolved after heated debate that 
“the new (1924) suppression private 
business the interests state capitalism 
produced serious economical crisis; that 
taxation must reduced, and that private 
industry must even given state credits.” 
Hitherto only the nationalized trusts had 
had state credits. Kameneff and 
zhinsky supported the reform. bill au- 
thorizing credits 746 million roubles 
private industries was drafted. Simultane- 
ously the Finance Commissariat pronounced 
for amendment the industrial tax upon 
private enterprises. order curry favor 
with communist enthusiasts the local tax 
inspectors had been inforcing the industrial 
tax ruthlessly. The commissariat decreed 
that the tax inspectors should held “per- 
sonally responsible” for over-taxing private 
industrial concerns. Some weeks later ap- 
peared further decree encouraging for- 
eign capitalists help solve the tremendous 
housing question. Any toreigner willing 
build house factory was given the 
right import steel and other construction 
material duty-free. Here again was the 
Soviets’ need and not its love private 
capital which impelled the reform. 


Failure State Distribution 


much for the five steps forward. But 

simultaneously communist orthodoxy 
had have its four steps back. Luckily 
these steps were mere propaganda. While 
the official press was daily chronicling new 
concessions private property, was busi- 
proving the communist stalwarts that 
private property was being discouraged. 
September, 1925, the government issued 
report, published under the heading “Na- 
tionalization Gains,” which was alleged 
that nationalized industry was progressing 
more rapidly than private. 
stated that whereas between the business 
years 1923-24 and 1925-26 the output 
private manufacturing industries rose only 
from 1728 2334 nullion roubles, the out- 
put nationalized industries rose from 
5562 9186 million roubles—the share 
nationalized industry the whole indus- 
trial production nad risen from 76.3 per 
cent 79.7 per cent. And the official 
“Ekonomitcheskayz Zhizn” appeared es- 
say Commissary Strumilin stating that 
private industry was insignificant; per 
cent all instruments industrial pro- 
duction were state hands, and the per- 
centage the case the great industries 
was per cert. Private was 
added, was also receding. the total 
home wholesale and retail trade, the follow- 
ing percentages were conducted private 
and public 
Private State Cooperative 

35.3 45 19. 


1923-24 
23.4 26.6 


1924-25 
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Yet later report admitted that “the 
failure the state retail distributing or- 
gans one main cause the manufac- 
turer’s famine, and therefore hindrance 
the delivery grain for export.” prom- 
ised that “honest private traders will 
encouraged locally,” but added that “in 
principle the State Foreign Trade Monopoly 
will rigorously inforced.” But prac- 
tice this monopoly being breached. There 
are reasons for breaching it, the most co- 
gent being the fearful wastefulness na- 
tionalized importing and exporting. The 
official journal already quoted publishes de- 
tailed figures show that whereas the 
farmer paid kopecks pud for his rye 
the overhead and transportation expenditure 
such rye when exported kopecks, 


Randolph 6340 
Milwaukee 


San Francisco 


the respective figures for wheat being 129 
and kopecks. Overhead and transporta- 
tion charges for other products cost 
fold more than 1913, which, allowing 
for price rise about 100 per cent, 
means increase between and 
fold. 

Concessions private corporations 
conduct foreign trade have not been great 
success. Taxes such enterprises are 
heavy, and the state exacts share the 
profits. Nevertheless the 
founded Otto Wolff Cologne, in- 
creased its import and export operations 
(mostly sales dyes Russia) from 
26,500,000 marks 1924 72,200,000 marks 
1925. Germans have tried develop 
the “consignation depot” system, which, 
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and all the stock the company fell 
the Soviet state. The Mologda Lumber 

Chancellor Wirth, and the Krupp Agricul- 
tural Concession the south have proved 
Ste elcrete Vaults successful, especially the first.. The Harri- 
man Manganese Concession the Caucasus 

potentially the most valuable for for- 

highest award merit—the Federal Reserve eigners; and being bitterly attacked 
installed this most modern system. “the most backward, the most combative, 

and the most inimical capitalistic coun- 
Under construction now the near future:— both parties are the 
Canal Commercial Trust Co., New Orleans, they get guarantee against future 
apanese support for white “counter-revo- 

Send for booklet, “Protection.’ lutionaries” the Far East. general 
the concession movement declining. After 

The Consolidated Expanded Metal Companies reached high point 603 
BRADDOCK, PA. 1923 they declined until one quarter 
last year only thirty were made. And out 
Offices the principal cities. the whole 1500 applications between 

November, 1921, the date the first con- 
cessions law, and December, 1925, only 110 
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without booking orders, they despatch goods 
Russia for sale the spot. But this 
system has not been great success—again 


are heard complaints taxation, onerous 
payment terms, and official chicanery; and 
the last news that all the scattered twenty 
thirty consignation depots are 
abolished, and single central depot 


established Moscow. 


State Trading With Foreign 
Countries 


Soviet government admits that 
cannot successfully pursue direct state 
trading with foreign countries. there- 
fore acting acted when converted 
bureaucratically managed factories and mills 
into state trust corporations. The state re- 
mains owner, but the commercial methods 
private corporations are introduced. 
this principle the Moscow government 
creating whole network new import 
and export companies. The six existing 
state export organizations are freed. 
These are the Export Syndicate for Grain; 
the Naphtha Export Syndicate; the Chem- 
icals-Pharmaceutical Syndicate; the Rud- 
metalltorg (for scrap iron), the Precious 
Stones, and Rubber trusts. Hitherto these 
corporations have had get state licenses 
for every single transaction. They are now 
given general licenses. purely 
private foreign-trading concerns, operating 
with private capital, twenty-five concessions 
have been given, addition that the 
Russertorg. their operations these trad- 
ing concerns are very little freer from con- 
trol than are the state export organizations. 
But their mere existence reminder that 
the former unqualified state foreign trade 
monopoly has come forever end. 


The Foreign Concessions 


HER Russia will much far- 
ther with the system industrial 
concessions foreigners doubtful. She 
more likely permit free manufacturing 
foreigners condition that they not 
employ large numbers men. far 
there have been important American, Ger- 
man, Japanese, and British concessions. The 


were granted. 

Concessions however concessions. 
They mark departure from communist 
orthodoxy. They recognize property rights 
for lease concession property, just 
permanent ownership. And though 
the Soviet bureaucrats are annoying, pe- 
dantic, suspicious, and dilatory 
dealings with concessionaires, they have 
general fulfilled their obligations. Whether 
this the result virtue necessity may 
both. The Bolsheviks have discovered that 
though one may repudiate old debts single 
time and get away with it, one cannot per- 
manently conduct business basis 
repudiation. The same applies Soviet 
Russia’s foreign trade. fulfillment 
obligations—at any rate Europe—the 
Soviet state-trading authorities have late 
lived the best standard. This policy 
has profited them. Owing their failure 
export sufficient grain from the crops 
1925 they badly need When they 
had punctually repaid the 100,000,000 marks 
credit given German banks last winter, 
they reaped the reward virtue, because 
immediately afterwards new credit, this 
time for 300,000,000 marks, was arranged. 
But all this honesty one sees only ex- 
pediency. After Germany the Rapallo 
Treaty formally relinquished all war and 
revolution claims for money, and yet soon 
afterwards gave the Soviets abundant cred- 
its, hard believe that the Soviets 
will recognize old States claims. 
They are the happy position bank- 
rupt who, having irrevocably expropriated 
his creditors, starts business anew, and con- 
siders that honesty the future 
cient without restitution for the past. The 
prospect return foreign properties 
Russia certainly very small. But 
may come. will certainly come Soviet 
Russia finds more profitable restore 
than retain. That was her spirit 
Genoa and The Hague, when she was quite 
willing recognize least part her old 
debts only she was given opportunity 
incurring new debts. 
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